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National Housing Trust Fund in the 
Treasury of the United States to pro-
vide for the development of decent, 
safe, and affordable housing for low-in-
come families, and for other purposes. 

S. 1491 
At the request of Ms. CANTWELL, her 

name was added as a cosponsor of S. 
1491, a bill to amend the Internal Rev-
enue Code of 1986 to expand workplace 
health incentives by equalizing the tax 
consequences of employee athletic fa-
cility use. 

At the request of Mr. DAYTON, his 
name was added as a cosponsor of S. 
1491, supra. 

S. 1703 
At the request of Mr. SMITH, the 

name of the Senator from Missouri 
(Mr. TALENT) was added as a cosponsor 
of S. 1703, a bill to amend the Internal 
Revenue Code of 1986 to provide a cred-
it against income tax for expenditures 
for the maintenance of railroad tracks 
of Class II and Class III railroads. 

S. 1762 
At the request of Mr. CRAPO, the 

name of the Senator from Michigan 
(Mr. LEVIN) was added as a cosponsor of 
S. 1762, a bill to amend title II of the 
Social Security Act to eliminate the 
five-month waiting period in the dis-
ability insurance program, and for 
other purposes. 

S. 2104 
At the request of Mrs. CLINTON, her 

name was added as a cosponsor of S. 
2104, a bill to designate the facility of 
the United States Postal Service lo-
cated at 2 West Main Street in Batavia, 
New York, as the ‘‘Barber Conable Post 
Office Building’’. 

S. 2154 
At the request of Mr. DORGAN, the 

names of the Senator from South Da-
kota (Mr. JOHNSON), the Senator from 
Indiana (Mr. LUGAR) and the Senator 
from Illinois (Mr. DURBIN) were added 
as cosponsors of S. 2154, a bill to estab-
lish a National sex offender registra-
tion database, and for other purposes. 

S. 2260 
At the request of Mr. SANTORUM, the 

name of the Senator from Florida (Mr. 
GRAHAM) was added as a cosponsor of S. 
2260, a bill to amend title XVIII of the 
Social Security Act to provide for fair-
ness in the calculation of medicare dis-
proportionate share hospital payments 
for hospitals in Puerto Rico. 

S. 2265 
At the request of Mr. ROBERTS, the 

name of the Senator from Hawaii (Mr. 
INOUYE) was added as a cosponsor of S. 
2265, a bill to require group and indi-
vidual health plans to provide coverage 
for colorectal cancer screenings. 

S. 2336 
At the request of Mr. REID, the name 

of the Senator from Minnesota (Mr. 
DAYTON) was added as a cosponsor of S. 
2336, a bill to expand access to preven-
tive health care services and education 
programs that help reduce unintended 
pregnancy, reduce infection with sexu-
ally transmitted disease, and reduce 
the number of abortions. 

S. 2353 
At the request of Mr. CRAIG, the 

name of the Senator from Alaska (Mr. 
STEVENS) was added as a cosponsor of 
S. 2353, a bill to reauthorize and amend 
the National Geologic Mapping Act of 
1992. 

S. 2363 
At the request of Mr. LEAHY, the 

name of the Senator from Maryland 
(Ms. MIKULSKI) was added as a cospon-
sor of S. 2363, a bill to revise and ex-
tend the Boys and Girls Clubs of Amer-
ica. 

S. 2373 
At the request of Mr. DOMENICI, the 

name of the Senator from Kentucky 
(Mr. BUNNING) was added as a cosponsor 
of S. 2373, a bill to modify the prohibi-
tion on recognition by United States 
courts of certain rights relating to cer-
tain marks, trade names, or commer-
cial names. 

S. 2413 
At the request of Mr. BINGAMAN, the 

names of the Senator from Massachu-
setts (Mr. KERRY) and the Senator from 
Delaware (Mr. CARPER) were added as 
cosponsors of S. 2413, a bill to amend 
title XVIII of the Social Security Act 
to provide for the automatic enroll-
ment of medicaid beneficiaries for pre-
scription drug benefits under part D of 
such title, and for other purposes. 

S. 2426 
At the request of Mr. NELSON of Ne-

braska, the names of the Senator from 
Vermont (Mr. JEFFORDS), the Senator 
from South Dakota (Mr. DASCHLE) and 
the Senator from Minnesota (Mr. DAY-
TON) were added as cosponsors of S. 
2426, a bill to amend title XVIII of the 
Social Security Act to clarify the 
treatment of payment under the medi-
care program for clinical laboratory 
tests furnished by critical access hos-
pitals. 

S. 2451 
At the request of Mr. BINGAMAN, his 

name was added as a cosponsor of S. 
2451, a bill to amend the Agricultural 
Marketing Act of 1946 to restore the 
application date for country of origin 
labeling. 

S. 2463 
At the request of Mr. BROWNBACK, the 

name of the Senator from Colorado 
(Mr. ALLARD) was added as a cosponsor 
of S. 2463, a bill to terminate the Inter-
nal Revenue Code of 1986. 

S. 2471 
At the request of Mrs. CLINTON, the 

name of the Senator from Minnesota 
(Mr. DAYTON) was added as a cosponsor 
of S. 2471, a bill to regulate the trans-
mission of personally identifiable in-
formation to foreign affiliates and sub-
contractors. 

S. CON. RES. 74 
At the request of Mrs. CLINTON, the 

names of the Senator from Illinois (Mr. 
DURBIN), the Senator from Georgia 
(Mr. CHAMBLISS), the Senator from Ar-
kansas (Mr. PRYOR) and the Senator 
from Utah (Mr. BENNETT) were added as 
cosponsors of S. Con. Res. 74, a concur-

rent resolution expressing the sense of 
the Congress that a postage stamp 
should be issued as a testimonial to the 
Nation’s tireless commitment to re-
uniting America’s missing children 
with their families, and to honor the 
memories of those children who were 
victims of abduction and murder. 

AMENDMENT NO. 3171 

At the request of Mr. WARNER, his 
name was added as a cosponsor of 
amendment No. 3171 proposed to S. 
2400, an original bill to authorize ap-
propriations for fiscal year 2005 for 
military activities of the Department 
of Defense, for military construction, 
and for defense activities of the De-
partment of Energy, to prescribe per-
sonnel strengths for such fiscal year 
for the Armed Services, and for other 
purposes. 

AMENDMENT NO. 3234 

At the request of Mr. NELSON of Flor-
ida, the name of the Senator from 
Washington (Ms. CANTWELL) was added 
as a cosponsor of amendment No. 3234 
intended to be proposed to S. 2400, an 
original bill to authorize appropria-
tions for fiscal year 2005 for military 
activities of the Department of De-
fense, for military construction, and 
for defense activities of the Depart-
ment of Energy, to prescribe personnel 
strengths for such fiscal year for the 
Armed Services, and for other pur-
poses. 

f 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. LAUTENBERG (for him-
self, Mr. KENNEDY, Mr. CORZINE, 
Ms. STABENOW, Mrs. CLINTON, 
and Mr. REED): 

S. 2473. A bill to require payment of 
appropriated funds that are illegally 
disbursed for political purposes by the 
Centers for Medicare and Medicaid 
Services; to the Committee on Fi-
nance. 

Mr. LAUTENBERG. Mr. president, 
yesterday, the Comptroller General of 
the United States ruled that the Bush 
administration illegally spent taxpayer 
dollars for political propaganda in vio-
lation of two laws. 

To make matters worse, these funds 
were taken from the Medicare Trust 
Fund. 

In other words, money reserved for 
our seniors’ healthcare was illegally 
used for political activity. It is out-
rageous. 

The President has raised plenty of 
money for his campaign. Over 200 mil-
lion dollars. Why does he need to use 
Medicare funds? 

With taxpayer money, the Bush ad-
ministration produced so-called ‘‘video 
news released’’ —fake news stories that 
hailed the new Medicare law—and dis-
tributed them to TV stations across 
the country. 

This covert propaganda was never 
identified as being produced by the ad-
ministration. As a result many news 
stations ran this story as real news and 
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See footnotes at end of article. 

viewers had no idea it was produced by 
the government. 

The phony news stories show scenes 
of the President receiving a standing 
ovation before signing the bill into law 
and even end with a sign off from a 
fake reporter. 

The GAO has said that these mate-
rials are illegal, but the money is al-
ready spent and that money will likely 
never be recovered unless we pass this 
legislation. 

My bill calls on the Bush-Cheney re- 
election campaign to repay this money 
to the Federal Government. It’s the 
right thing to do. 

I have long said that this administra-
tion’s so-called ‘‘education’’ campaign 
on the new Medicare law is fraught 
with questionable activity. 

And now we know that they have in 
fact acted illegally. I think somewhere 
along the way they confused the word 
‘‘education’’ with ‘‘election.’’ 

This is just the most recent incident 
in a long line of advertising by the 
Bush administration that the non-par-
tisan GAO has called misleading and 
political. 

If the Bush-Cheney campaign wants 
to spend funds dollars touting the new 
Medicare law, that’s their preroga-
tive—but they cannot use government 
agencies and taxpayer funds to do it. 

I am all for educating seniors, but I 
will always guard against any misuse 
of taxpayer dollars, especially those re-
served for Medicare. 

I am here today to tell the President: 
Don’t use the people’s money to pro-
mote your bid for reelection. It’s not 
only unethical, it’s against the law. 
Taxpayer money should not be used for 
political purposes. 

I ask unanimous consent that the 
text of the bill and the GAO report be 
printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

S. 2473 
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Medicare 
Trust Fund Reimbursement Act of 2004’’. 
SEC. 2. REPAYMENT TO THE MEDICARE TRUST 

FUNDS OF AMOUNTS ILLEGALLY 
DISBURSED FOR POLITICAL PUR-
POSES. 

(a) IN GENERAL.—Notwithstanding any 
other provision of law, if the Comptroller 
General of the United States determines that 
the Centers for Medicare & Medicaid Serv-
ices has violated the restriction on using ap-
propriated funds for publicity or propaganda 
purposes contained in section 626 of division 
J of the Consolidated Appropriations Resolu-
tion, 2003 (Public Law 108–7; 117 Stat. 470) or 
any other provision of law, the principal 
campaign committee (as defined in section 
301(5) of the Federal Election Campaign Act 
of 1971 (2 U.S.C. 431(5))) of the President of 
the United States shall reimburse the Fed-
eral Government for the amount used in 
committing such violation. 

(b) REIMBURSEMENT OF MEDICARE TRUST 
FUNDS.—To the extent that the amount de-
scribed in subsection (a) was initially appro-
priated to the Federal Hospital Insurance 

Trust Fund under section 1817 of the Social 
Security Act or the Federal Supplementary 
Medical Insurance Trust Fund under section 
1841 of such Act, the amount reimbursed 
under such subsection shall be credited to 
the Trust Fund to which the amount was ini-
tially appropriated. 

COMPTROLLER GENERAL OF THE 
UNITED STATES, UNITED STATES 
GENERAL ACCOUNTING OFFICE, 

Washington, DC. 
DECISION 

Matter of: Department of Health and Human 
Services, Centers for Medicare & Med-
icaid Services—Video News Releases. 

File: B–302710. 
Date: May 19, 2004. 

DIGEST 
1. The Centers for Medicare & Medicaid 

Services’s (CMS) use of appropriated funds to 
pay for the production and distribution of 
story packages that were not attributed to 
CMS violated the restriction on using appro-
priated funds for publicity or propaganda 
purposes in the Consolidated Appropriations 
Resolution of 2003, Pub. L. No. 108–7, Div. J, 
Tit. VI, § 626, 117 Stat. 11, 470 (2003). 

2. CMS, in using appropriations in viola-
tion of the publicity or propaganda prohibi-
tion, incurred obligations in excess of appro-
priations available for that purpose. See B– 
300325, Dec. 13, 2002. Accordingly, CMS vio-
lated the Antideficiency Act, 31 U.S.C. § 1341, 
and must report the violation to the Con-
gress and President in accordance with 31 
U.S.C. § 1351 and Office of Management and 
Budget Circular No. A–11. 

DECISION 
In a March 10, 2004, opinion, we concluded 

that the Department of Health and Human 
Services’s (HHS) use of appropriated funds to 
produce and distribute a flyer and print and 
television advertisements, as part of a cam-
paign to inform Medicare beneficiaries about 
changes to Medicare under the Medicare Pre-
scription Drug, Improvement and Moderniza-
tion Act of 2003 (MMA), did not violate pub-
licity or propaganda prohibitions in the Con-
solidated Appropriations Act of 2004, Pub. L. 
No. 108–199, Div. F, Tit. VI, § 624, 118 Stat. 3, 
356 (2004), and the Consolidated Appropria-
tions Resolution of 2003, Pub. L. No. 108–7, 
Div. J, Tit. VI, § 626, 117 Stat. 11, 470 (2003). B– 
302504, Mar. 10, 2004. During our development 
of that opinion, we learned that the Centers 
for Medicare & Medicaid Services (CMS), an 
agency in the Department of Health and 
Human Services, had prepared as part of this 
campaign video news releases or VNRs, in-
cluding a news story for television broad-
cast, to provide information to the television 
medium. Letter from Dennis G. Smith, Di-
rector, Center for Medicaid and State Oper-
ations, to Gary L. Kepplinger, Deputy Gen-
eral Counsel, General Accounting Office 
(GAO), April 2, 2004 (Smith Letter). The 
VNRs consist of (1) video clips known as B- 
roll film, (2) introductory and concluding 
slates with facts about MMA, and (3) pre-
packaged news reports referred to as story 
packages with suggested lead-in anchor 
scripts. Importantly, the prepackaged story 
packages and anchor scripts did not include 
statements noting that they had been pre-
pared by CMS. 

Our March 10, 2004, opinion addressed only 
the flyer and advertisements and did not ad-
dress CMS’s use of appropriated funds to pre-
pare and distribute the VNRs. This decision 
addresses whether CMS’s use of appropriated 
funds to produce and distribute the VNRs 
violated the publicity or propaganda prohibi-
tions enacted in the Consolidated Appropria-
tions Resolution of 2003, cited above. CMS 
told us that it used fiscal year 2003 CMS pro-
gram management appropriations to produce 

and distribute the VNRs. Smith Letter, En-
closure 1 at 8. As we explain below, we con-
clude that of the three parts of the VNRs, 
one part—the story packages with suggested 
scripts—violates the prohibition. In neither 
the story packages nor the lead-in anchor 
scripts did HHS or CMS identify itself to the 
television viewing audience as the source of 
the news reports. Further, in each news re-
port, the content was attributed to an indi-
vidual purporting to be a reporter but actu-
ally hired by an HHS subcontractor. 

To perform our analysis, we requested in-
formation from CMS regarding the produc-
tion, filming and distribution of the VNR 
materials. Letter from Gary L. Kepplinger, 
Deputy General Counsel, GAO, to Dennis G. 
Smith, Acting Administrator, CMS, March 
17, 2004. CMS responded by letter dated April 
2, 2004. Smith Letter. We met with agency of-
ficials to clarify their responses and to gain 
further factual information regarding the 
production and distribution of the VNRs at 
issue. In addition to the information CMS 
provided us, we also examined available in-
formation regarding the use of VNRs gen-
erally by the broadcast media and their cur-
rent use as a public relations tool. 

BACKGROUND 
Use of VNRs 

VNRs have become a popular public rela-
tions tool to disseminate desired informa-
tion from private corporations, nonprofit or-
ganizations and government entities, in part 
because they provide a cheaper alternative 
to more traditional broadcast advertising.1 
While the practice is widespread and widely 
known by those in the media industry, the 
quality and content of materials considered 
to constitute a VNR can vary greatly.2 Gen-
erally, a VNR package may contain a pre-
packaged news story, referred to as a story 
package, accompanied by a suggested script, 
video clips known as B-roll film, and various 
other promotional materials.3 These mate-
rials are produced in the same manner in 
which television news organizations produce 
materials for their own news segments.4 By 
eliminating the production effort and costs 
of news organizations, producers of VNRs 
find news organizations willing to broadcast 
a favorable news segment on the desired 
topic.5 

Since 1990, there has been a notable rise in 
the distribution of VNR materials.6 With 
growing use of VNRs, journalism scholars 
began questioning the effect of this third- 
party material upon the perception that 
news was derived from a neutral source.7 In 
particular, scholars raised concerns regard-
ing the influence of third-party sources.8 

Given these ethical concerns, there have 
been a number of studies of the use of VNRs 
by the broadcast industry. Several jour-
nalism scholars attribute the rise in the use 
of VNRs to the economic circumstances of 
the industry.9 In smaller broadcast markets 
during the early 1990s, news stations suffered 
significant reductions in staff and budget, 
and had difficulty obtaining footage of cer-
tain public interest events.10 Footage from 
an outside source helped stations fill airtime 
with programming that would otherwise not 
be available and helped avoid depletion of al-
ready overextended funds.11 

Studies also show, however, that most 
news organizations using VNR materials 
often use only a portion or edited versions of 
the materials provided.12 Still, parties inter-
ested in obtaining the maximum audience 
for VNR materials argue that, even if the 
story package or scripted materials are not 
used in full, the production of a profes-
sionally complete news story provides a 
framework for the message conveyed in the 
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final broadcast.13 This allows the story pack-
age producer to assert some control over the 
message conveyed to the target audience. 

Also, the use of VNRs may be attributed to 
the ease with which the materials may be 
distributed. While some packages are distrib-
uted directly from the source to the tele-
vision stations, satellite and electronic news 
services such as provided by CNN Newsource 
facilitate distribution to a number of news 
markets in a short period of time.14 Broad-
cast stations subscribe to these services, 
which provide, in addition to VNR materials, 
journalist reports and stories, and adver-
tising.15 While the news services label VNRs 
differently than independent journalist news 
reports, there apparently is no industry 
standard as to the labeling of VNRs. In fact, 
when questioned about the use of the VNR 
materials at issue here, some news organiza-
tions indicated that they misread the label 
or they mistook the story package as an 
independent journalist news story on CNN 
Newsource.16 

Professional journalism societies have 
noted in their codes of ethics that journal-
ists should resist influence from outside 
sources, including advertisers and special in-
terest groups.17 Because VNRs consist of in-
formation generated by a group with a dis-
tinct perspective on an issue, the unfettered 
use of VNRs may run afoul of these prin-
ciples.18 Moreover, professional organiza-
tions warn against using materials that 
would deceive audiences.19 VNRs that dis-
close the source of information to the target 
audience alleviate these ethical concerns. 
CMS’s Medicare VNRs 

The CMS VNRs consist of three videotapes 
with corresponding scripts. CMS informed us 
that these videotapes represent what a news 
organization would receive when obtaining 
the VNR materials. Two of the videotapes 
are in English, and one is in Spanish. The 
two English videotapes contain three items: 
(1) video clips, referred to as B-roll, (2) slates 
containing, among other things, title cards 
with facts on MMA, and (3) a video segment 
called a ‘‘story package.’’ 20 The B-roll pro-
vides news organizations with footage for use 
in developing their own news reports. The 
slate is a visual feed from CMS to recipient 
news organizations that contains some facts 
regarding MMA.21 The last slate in the VNR 
materials directs the receiving news station 
to contact CMS for information on the VNR 
materials. The story packages are news re-
ports prepared by CMS rather than a news 
organization. 

The B-roll clips on each videotape are ex-
actly the same and contain footage of Presi-
dent Bush, in the presence of Members of 
Congress and others, signing MMA into law, 
and a series of clips of seniors engaged in 
various leisure and health-related activities, 
including consulting with a pharmacist and 
being screened for blood pressure. The 
English videotapes also include clips of 
Tommy Thompson, the Secretary of the De-
partment of Health and Human Services 
(HHS), and Leslie Norwalk, Acting Deputy 
Administrator of CMS, making statements 
regarding changes to Medicare under MMA. 
The Spanish videotape includes clips of Dr. 
Cristina Beato of CMS offering statements 
about MMA’s changes to Medicare, instead of 
Thompson and Norwalk. 

The two English VNRs contain segments 
entitled ‘‘story packages’’ that consist of 
self-contained news reports regarding Medi-
care benefits under MMA. Although the 
English story packages contain several of 
the same B-roll video clips and the same nar-
rator, identified as Karen Ryan, the contents 
of the two story packages vary. With each 
story package, CMS included a script for a 
news anchor of the recipient news organiza-

tion to read as a lead-in to the CMS produced 
news report. One story package focuses on 
CMS’s advertising campaign regarding MMA 
(Story Package 1). The suggested anchor 
lead-in states that ‘‘the Federal Government 
is launching a new, nationwide campaign to 
educate 41 million people with Medicare 
about improvements to Medicare.’’ The lead- 
in ends with ‘‘Karen Ryan explains.’’ The 
video portion of the story package begins 
with an excerpt of the television advertise-
ment with audio indicating ‘‘it’s the same 
Medicare you’ve always counted on plus 
more benefits.’’ Karen Ryan explains, 
‘‘That’s the main message Medicare’s adver-
tising campaign drives home about the law.’’ 
As more clips from the advertisement ap-
pear, Karen Ryan continues her narration, 
indicating that the campaign helps bene-
ficiaries answer their questions about the 
new law, the administration is emphasizing 
that seniors can keep their Medicare the 
same, and the campaign is part of a larger ef-
fort to educate people with Medicare about 
the new law. The story package ends with 
Karen Ryan stating: ‘‘In Washington, I’m 
Karen Ryan reporting.’’ 

The second English story package (Story 
Package 2) focuses on various provisions of 
the new prescription drug benefit of MMA 
and does not mention the advertising cam-
paign of CMS. The anchor lead-in states: ‘‘In 
December, President Bush signed into law 
the first ever prescription drug benefit for 
people with Medicare.’’ The anchor lead-in 
then notes, ‘‘[t]here have been a lot of ques-
tions about’’ MMA and its changes to Medi-
care and ‘‘Karen Ryan helps sort through the 
details.’’ The video portion of the news re-
port starts with footage of President Bush 
signing MMA. Karen Ryan’s voice narration 
indicates that when MMA was ‘‘signed into 
law last month, millions of people who are 
covered by Medicare began asking how it 
will help them.’’ Next, the segment runs 
footage of Tommy Thompson, in which he 
states that ‘‘it will be the same Medicare 
system but with new benefits. . . .’’ Karen 
Ryan continues her narration, stating ‘‘most 
of the attention has focused on the new pre-
scription drug benefit . . . all people with 
Medicare will be able to get coverage that 
will lower their prescription drug spending 
. . . Medicare will offer some immediate help 
through a discount card.’’ She also tells 
viewers that new preventive benefits will be 
available, low-income individuals may qual-
ify for a $600 credit on available drug dis-
count cards, and ‘‘Medicare officials empha-
size that no one will be forced to sign up for 
any of the new benefits.’’ Karen Ryan’s nar-
ration leads into clips of Secretary Thomp-
son and Leslie Norwalk explaining other ben-
eficial provisions of MMA. Similar to Story 
Package 1, Story Package 2 ends with ‘‘In 
Washington, I’m Karen Ryan reporting.’’ 

The Spanish-language materials contain 
the same three items as the English lan-
guage VNRs-a B-roll, slates and a story 
package (Story Package 3). After the B-roll 
segments, the story package segment ap-
pears. This segment is considerably longer 
than its two English counterparts. Similar 
to Story Package 2, Story Package 3 focuses 
on prescription drug benefits available under 
MMA. It does not mention that CMS is en-
gaging in an advertising campaign. Here, the 
anchor lead-in is similar to Story Package 2, 
except the anchor indicates that Alberto 
Garcia ‘‘helps sort through the details.’’ The 
video segment begins with the footage of 
President Bush signing MMA into law as 
Alberto Garcia narrates that after signing 
the law, millions of people who are covered 
by Medicare began asking how the new law 
will help them. The remainder of the story 
package contains identical footage of Dr. 
Beato and of seniors engaged in various ac-

tivities as in the B-roll footage. During the 
video clips of seniors, Alberto Garcia nar-
rates that the focus of most of the attention 
to MMA is on the prescription drug benefit 
available in 2006. He also explains that pre-
scription drug discount cards will be avail-
able in June 2004 and that ‘‘[p]eople with 
Medicare may be able to choose from several 
different drug discount cards, offering up to 
25 percent savings on certain medications.’’ 22 
Alberto Garcia concludes his report, stating: 
‘‘In Washington, I’m Alberto Garcia report-
ing.’’ 

In response to our request for more factual 
information on CMS’s practice of using 
VNRs, CMS forwarded to us a fourth video-
tape. This tape contains Story Package 2 and 
two VNRs, each of which CMS described as a 
‘‘produced story segment,’’ that HHS pro-
duced and distributed in 1999 under then-Sec-
retary Donna Shalala of the Clinton Admin-
istration. Smith Letter at 2. These two story 
packages were designed to inform bene-
ficiaries of the Clinton Administration’s po-
sition on prescription drug benefits and pre-
ventive health benefits. CMS pointed out 
similarities between the story packages in 
current use and the earlier ones. Much like 
the story packages at issue here, the earlier 
story packages contain footage of seniors en-
gaging in various activities, then-HHS Sec-
retary Donna Shalala appearing to answer 
questions regarding the provisions of pro-
posed legislation for a prescription drug ben-
efits and preventive health benefits, and a 
report of the Administration’s proposal. The 
earlier story packages end with the phrase, 
‘‘Lovell Brigham, reporting.’’ 
Distribution of Medicare VNRs 

CMS explained to us that HHS hired 
Ketchum, Inc., to disseminate information 
regarding the changes to Medicare under 
MMA. Specifically, HHS contracted with 
Ketchum to assist HHS and its agencies with 
a ‘‘full range of social marketing activities 
to plan, develop, produce, and deliver con-
sumer-based communication programs, 
strategies, and materials.’’ Ketchum Con-
tract at 2. Ketchum hired Home Front Com-
munications (HFC) to create the VNR mate-
rials. HFC is a broadcast public relations 
firm specializing in producing video prod-
ucts. Smith Letter, Enclosure 1 at 6–7. HFC 
wrote the VNR scripts, which were reviewed, 
edited, and approved by CMS and HHS. Id. at 
7. HFC completed all production work, in-
cluding filming, audio work and editing. The 
final VNR packages were reviewed and ap-
proved by CMS and HHS. Id. 

The VNR materials were then distributed 
to television stations via satellite, electronic 
services provided by CNN Newsource, and/or 
mail. Id. at 2. CMS and HFC staff members 
contacted some news directors by telephone 
to inform the stations that the materials 
were available. Id. Additionally, CMS e- 
mailed and faxed news advisories to news 
stations regarding the VNR availability. Id.; 
see also Smith Letter, Enclosure 4. The advi-
sory indicated the satellite coordinates to 
obtain the materials, how to find the mate-
rials on CNN Newsource, and bullet-point 
key facts regarding the new benefits avail-
able. Smith Letter, Enclosure 4. The advi-
sory further explains what the visual ele-
ments of the VNR consisted of, including 
interviews, a story package, and B-roll. Id. 
All stations could access satellite distribu-
tion. Smith Letter, Enclosure 1 at 6. Com-
puters of the subscribing location stations’ 
newsrooms could access CNN Newsource. Id. 
The advisory directed news stations to con-
tact Robin Lane, an HFC employee, for more 
information on retrieving VNR materials. 
CMS also mailed videotapes of VNR mate-
rials to those television stations that re-
quested the material. Smith Letter, Enclo-
sure 4. CMS provided us a list of television 
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stations that aired at least some portion of 
the VNRs between January 22, 2004, and Feb-
ruary 12, 2004. This list contained 40 stations 
in 33 different markets. Smith Letter, Enclo-
sure 3. CMS did not identify what parts of 
the VNR each station broadcasted. One of 
the stations that aired the story package 
was WBRZ, Baton Rouge, Louisiana. Accord-
ing to transcripts published on the World 
Wide Web, WBRZ broadcast Story Package 2 
and used the suggested anchor lead-in script 
on January 22, 2004, in its entirety.23 At least 
two other television stations may have aired 
either Story Package 1 or 2 in their entirety. 
A review of excerpts of transcripts from 
Video Monitoring Services of America show 
that two stations, WMBC–TV in New Jersey 
(Story Package 1) and WAGA–TV in Atlanta 
(Story Package 2), aired MMA news stories 
ending with Karen Ryan’s by-line.24 

DISCUSSION 
This is the first occasion that we have had 

to review the use of appropriated funds by 
government entities to engage in the produc-
tion of VNRs. At issue here is whether CMS’s 
use of appropriated funds to produce VNR 
materials constituted a proper use of those 
funds. In its written response and during our 
informal interview, CMS contended that the 
production of the VNR materials constitutes 
a ‘‘standard practice in the news sector’’ and 
a ‘‘well-established and well-understood use 
of a common news and public affairs prac-
tice.’’ Smith Letter at 2. While we recognize 
that the use of VNR materials, with already 
prepared story packages, is a common prac-
tice in the public relations industry and uti-
lized not only by government entities but 
also the private and non-profit sector as 
well, our analysis of the proper use of appro-
priated funds is not based upon the norms in 
the public relations and media industry. 

CMS told us that it used fiscal year 2003 
CMS program management appropriations to 
produce and distribute the VNR package. 
Smith Letter, Enclosure 1 at 8. While CMS 
may have authority to use appropriated 
funds to disseminate information regarding 
the changes to Medicare pursuant to MMA,25 
this authority is subject to the publicity or 
propaganda prohibition appearing in the an-
nual appropriation act.26 Specifically, this 
prohibition states: ‘‘No part of any appro-
priation contained in this or any other Act 
shall be used for publicity or propaganda 
purposes within the United States not here-
tofore authorized by the Congress.’’ Pub. L. 
No. 108–7, Div. J, Tit. VI, § 626, 117 Stat. 11, 
470 (2003). 

Our March 10, 2004, opinion noted that to 
date we have applied the publicity or propa-
ganda restriction to prohibit the use of ap-
propriated funds for materials that are self- 
aggrandizing, purely partisan in nature, or 
covert as to source. See generally B–302504. 
Of these three types, the VNR materials on 
MMA raise concerns as to whether they con-
stitute ‘‘covert’’ propaganda because they 
are misleading as to source.27 

CMS asserts that, in keeping with the tra-
ditional practices in the media industry, 
CMS or the service it used to distribute the 
VNR materials clearly labeled the materials 
as VNRs. See generally Smith Letter. Be-
cause they are so labeled and easily identifi-
able among those in the media, CMS con-
tends that the story packages could not be 
considered misleading as to source. CMS offi-
cials also assert that it was not their intent 
to distribute the VNR materials to the 
broadcast stations covertly and that the la-
beling of the entire VNR package clearly at-
tributes the source of the information to 
HHS and CMS. Smith Letter, Enclosure 1 at 
4. 

The ‘‘critical element of covert propaganda 
is the concealment of the agency’s role in 

sponsoring the materials.’’ B–229257, June 10, 
1988. In our case law, findings of propaganda 
are predicated upon the fact that the target 
audience could not ascertain the information 
source. For example, we found government- 
prepared editorials to be covert propaganda; 
although the newspapers who would have 
printed the suggested editorials should have 
been aware of the source, the reading public 
would not have been aware of the source. B– 
223098, Oct. 10, 1986. In that case, we exam-
ined materials concerning President Rea-
gan’s proposal to transfer the Small Business 
Administration (SBA) to the Department of 
Commerce. Id. In support of the Administra-
tion’s proposal, SBA prepared and distrib-
uted a variety of materials, including sug-
gested editorials. SBA prepared these edi-
torials and provided them to newspapers 
around the country to run as the position of 
the recipient newspapers without disclosing 
to the readers of those editorials that SBA 
was the source of the information. Because 
the SBA-prepared editorials did not identify 
SBA as the source, SBA’s use of appropriated 
funds to prepare and distribute the editorials 
violated the publicity or propaganda prohibi-
tion.28 

In a 1987 case, the Department of State’s 
Office of Public Diplomacy for Latin Amer-
ica violated the prohibition by paying con-
sultants to write op-ed pieces in support of 
the Administration’s policy on Central 
America for distribution to newspapers. B– 
229069, Sept. 30, 1987. The State Department 
did not advise the newspapers of its involve-
ment in the writing of the op-ed pieces. The 
newspapers published these articles for dis-
tribution to an equally uninformed audience 
of individual readers. These materials were 
‘‘propaganda’’ within the ‘‘common under-
standing’’ of the term, and they constituted 
‘‘deceptive covert propaganda’’ designed to 
influence the media and public to support 
the Administration’s Latin American poli-
cies. Id. 

In defending its VNRs, CMS fails to distin-
guish among the three separate parts of its 
VNRs and the intended audience for each 
part. We do not dispute the fact that CMS la-
beled the entire package of VNR materials so 
that the receiving news organizations could 
identify HHS or CMS as the source of the in-
formation, whether they were received di-
rectly from CMS through the mail or re-
trieved by the news organizations from CNN 
Newsource or other satellite services.29 How-
ever, in both B–223098 and B–229069, the read-
ers of the printed editorials and op-ed pieces 
would not have been aware of the govern-
ment’s influence. In analyzing whether the 
three separate materials that make up the 
VNR package are covert propaganda, we do 
not consider the VNR as a whole, because 
each of the three items that comprise the 
VNR was prepared for a different purpose 
and audience. 

In its written response and during our 
interviews, CMS indicated that the 41 mil-
lion Medicare beneficiaries, who may com-
prise the news stations’ viewing audience, 
and not just the television stations them-
selves, were the intended audience of the 
VNR materials. Some VNR materials, in-
cluding the B-roll and the slates, could not 
reasonably be targeted directly to a tele-
vision viewing audience. By their very na-
ture, the B-roll and slates were designed to 
be incorporated in a news story of the receiv-
ing stations’ own creation. CMS clearly iden-
tified itself as the source of these materials 
to the television stations receiving them. 
CMS made efforts to notify the news stations 
of the availability of these materials via e- 
mail, telephone, and facsimile and the avail-
able distribution sources identified the ma-
terials as a VNR. Smith Letter at 2, Enclo-
sure 1 at 2. Accordingly, the B-roll and slates 

do not violate the publicity or propaganda 
prohibition. 

The story packages and lead-in scripts, 
however, were clearly designed to be seen 
and heard directly by the television viewing 
audience and not solely by the media receiv-
ing the package. CMS and HHS officials told 
us that the story packages were designed so 
that television stations could include them 
in their news broadcasts exactly as CMS had 
produced them, without any production ef-
fort by the stations. The suggested anchor 
lead-in scripts facilitate the unaltered use of 
the story package, announcing the package 
as a news story by Karen Ryan or Alberto 
Garcia. Importantly, CMS included no state-
ment or other reference in either the story 
package or the anchor lead-in script to en-
sure that the viewing audience would be 
aware that CMS is the source of the pur-
ported news story. 

The story packages, similar to the SBA 
editorials and the State Department op-ed 
pieces, could be reproduced with no alter-
ation thereby allowing the targeted audience 
to believe that the information came from a 
nongovernment source or neutral party. The 
story packages of the VNRs consist of a com-
plete message that could be reproduced di-
rectly by the news organizations to be 
viewed by the audience of the newscasts. As 
such, the viewing audience does not know, 
for example, that Karen Ryan and Alberto 
Garcia were paid with HHS funds for their 
work. 

The receiving news organization’s ability 
to edit the story packages to produce an 
independent news story does not negate the 
fact that CMS designed the segments to 
broadcast as CMS had produced them. CMS’s 
effort to identify itself to the news organiza-
tions that received the VNRs did not alert 
television viewers that CMS was the source 
of the story package. CMS has acknowledged 
that the television viewer was the targeted 
audience. Because CMS did not identify 
itself as the source of the news report, the 
story packages, including the lead-in script, 
violate the publicity or propaganda prohibi-
tion.30 

In a modest but meaningful way, the pub-
licity or propaganda restriction helps to 
mark the boundary between an agency mak-
ing information available to the public and 
agencies creating news reports unbeknownst 
to the receiving audience. It is not the only 
marker Congress has placed in statute be-
tween the government and the American 
press, however. Consistent with the restric-
tions on publicity or propaganda ‘‘within the 
United States,’’ 31 Congress has prohibited 
the U.S. Information Agency and its suc-
ceeding agency, Board of Broadcasting Gov-
ernors, created by Congress for the purpose 
of producing pro-U.S. government news re-
ports and print materials for international 
audiences, 22 U.S.C. § 1461, from broadcasting 
to domestic audiences, 22 U.S.C. §§ 1461(b), 
1461–1a.32 In limiting domestic dissemination 
of the U.S. government-produced news re-
ports, Congress was reflecting concern that 
the availability of government news broad-
casts may infringe upon the traditional free-
dom of the press and attempt to control pub-
lic opinion. See B–118654–O.M., Feb. 12, 1979. 
Congress also restricted government-pro-
duced programming for domestic audiences 
in the law creating the Public Broadcasting 
Corporation. 47 U.S.C. § 396. Although the 
mission of the Public Broadcasting Corpora-
tion includes instructional, educational and 
cultural purposes, the statute creating the 
Corporation prohibits the Corporation from 
directly producing any news programming. 
47 U.S.C. § 396(g)(3)(A) & (B).33 While Congress 
authorized HHS to conduct a wide-range of 
informational activities, CMS was given no 
authority to produce and disseminate 
unattributed news stories. 
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CMS makes two other arguments in sup-

port of its use of appropriated funds to 
produce and distribute the story packages. 
Neither argument is persuasive. CMS argues 
that the VNR materials cannot be covert 
propaganda because the VNR materials were 
not produced as a ‘‘purported editorial, advo-
cacy piece or commentary.’’ Smith Letter, 
Enclosure 1 at 4. CMS asserts that the narra-
tion by Karen Ryan (and presumably Alberto 
Garcia) does not take a position on the 
MMA. Id. While we agree that the story 
packages may not be characterized as edi-
torials, explicit advocacy is not necessary to 
find a violation of the prohibition.34 As with 
the SBA-suggested editorials, the content of 
the story packages themselves would not 
violate the publicity or propaganda prohibi-
tion if identifying the source to the target 
audience were not an issue. See B–302504, 
Mar. 10, 2004. 

Further, CMS refers to our recent opinion 
in B–301022, Mar. 10, 2004, regarding the Of-
fice of National Drug Control Policy’s 
(ONDCP) open letter to state-level prosecu-
tors opposing efforts to legalize marijuana 
and other controlled substances.35 Smith 
Letter, Enclosure 1 at 3. The open letter con-
tained two attachments, one of which did 
not identify ONDCP as the source of the in-
formation. B–301022, Mar. 10, 2004. We found 
that the unidentified attachment was not a 
violation of the publicity or propaganda pro-
hibition because the document was part of a 
package that clearly identified ONDCP as 
the source and because there was no attempt 
to portray the contents of the document as 
the position of an individual outside the 
agency. Id. 

This reasoning cannot be applied to the 
story packages at issue here. The target au-
dience of the ONDCP letter and attachments, 
the state prosecutors, had access to the en-
tire package. The television viewing audi-
ences, however, could not view the entire 
MMA VNR package. Evidence shows, and 
CMS acknowledges, that the story package 
could be broadcast without edit or alter-
ation, and actually was broadcasted unedited 
in some markets. Television audiences view-
ing the story packages were not in a position 
to determine the source from the other ma-
terials in the VNR packages. Unlike the 
ONDCP materials, the content of the mes-
sage expressed in the story packages was at-
tributed to alleged reporters, Karen Ryan 
and Alberto Garcia, and not to HHS or CMS. 
Nothing in the story packages permit the 
viewer to know that Karen Ryan and Alberto 
Garcia were paid with federal funds through 
a contractor to report the message in the 
story packages. The entire story package 
was developed with appropriated funds but 
appears to be an independent news story. 
The failure to identify HHS or CMS as the 
source within the story package is not rem-
edied by the fact that the other materials in 
the VNR package identify HHS and CMS as 
the source of the materials or that the con-
tent of the story package did not attempt to 
attribute the agency’s position to an indi-
vidual outside the agency.36 

HHS’s misuse of appropriated funds in vio-
lation of the publicity or propaganda prohi-
bition also constitutes a violation of the 
Antideficiency Act, 31 U.S.C. § 1341(a). The 
Antideficiency Act prohibits making or au-
thorizing an expenditure or obligation that 
exceeds available budget authority. See B– 
300325, Dec. 13, 2002. Because CMS has no ap-
propriation available for the production and 
distribution of materials that violate the 
publicity or propaganda prohibition, CMS 
has violated the Antideficiency Act, 31 
U.S.C. § 1341(a). See B–300325, Dec. 13, 2002. 
CMS must report its Antideficiency Act vio-
lation to the President and the Congress. 31 
U.S.C. § 1351.37 Office of Management and 

Budget Circular No. A–11 provides guidance 
to executive agencies on information to in-
clude in Antideficiency Act reports. 

CONCLUSION 
Although the VNR materials were labeled 

so that the television news stations could 
identify CMS as the source of the materials, 
part of the VNR materials—the story pack-
ages and lead-in anchor scripts—were tar-
geted not only to the television news sta-
tions but also to the television viewing audi-
ence. Neither the story packages nor scripts 
identified HHS or CMS as the source to the 
targeted television audience, and the content 
of the news reports was attributed to indi-
viduals purporting to be reporters, but actu-
ally hired by an HHS subcontractor. For 
these reasons, the use of appropriated funds 
for production and distribution of the story 
packages and suggested scripts violated the 
publicity or propaganda prohibition of the 
Consolidated Appropriation Resolution of 
2003, Pub. L. No. 108–7, Div. J, Tit. VI, § 626, 
117 Stat. 11, 470 (2003). Moreover, because 
CMS had no appropriation available to 
produce and distribute materials in violation 
of the publicity or propaganda prohibition, 
CMS violated the Antideficiency Act, 31 
U.S.C. § 1341. CMS must report the 
Antideficiency Act violation to the Congress 
and the President. 31 U.S.C. § 1351. 

ANTHONY H. GAMBOA, 
General Counsel. 
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actually was. Id.; see also B–129874, Sept. 11, 1978 
(criticizing a plan to distribute ‘‘canned editorial 
materials’’). 

29 Some news organizations reported that the use 
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www.campaigndesk.org/archives/000358.asp. 

30 As we noted in the background section of this 
decision, CMS forwarded to us a videotape including 
what CMS described as two story packages that HHS 
had produced and distributed during the Clinton Ad-
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Div. J, Tit. VI, § 626, 117 Stat. 11, 470 (2003). 

32 There are some limited exceptions in which 
Broadcasting Board of Governors and United States 
Information Agency materials could be viewed by a 
domestic audience. 22 U.S.C. § 1461(b). None of these 
exceptions are relevant here. 
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tion (PBC). The President appoints and the Senate 
confirms the nine members of the Board of Direc-
tors. 47 U.S.C. § 396(c)(2). PBC is required to report 
annually to Congress regarding its operations, ac-
tivities, financial condition and accomplishments. 47 
U.S.C. § 396(i). 

34 Although the story package content may not 
contain strong editorial positions on the benefits of 
MMA, they are not strictly factual news stories as 
HHS contends. On balance, the contents of the story 
packages consist of a favorable report on effects on 
Medicare beneficiaries, containing the same notable 
omissions and weaknesses as the flyer and advertise-
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35 The National District Attorneys Association 
sent the open letter and attachments with its own 
cover letter to the state-level prosecutors. 

38 CMS also argues that VNRs are similar to press 
releases as ‘‘[e]ach is designed to provide informa-
tion to reporters and is crafted for the use by the 
media to which it is directed. Each provides quotes, 
facts and background that a reporter can use to 
write or produce a story. Each is created to provide 
context to the issue.’’ Smith Letter at 1. There may, 
indeed, be similarities between these two public re-
lations tools. We are familiar with the practice of 
preparing press releases to include information use-
ful to reporters who then prepare and produce their 
own news stories for publication. With the story 
packages, CMS prepared news stories using alleged 
reporters rather than simply offering information to 
reporters who would prepare their own stories. 

37 We were unable to identify the amount of HHS’s 
violation. HHS advised that the English language 
story packages cost $33,250, and that the Spanish 
language VNR cost $9,500. Smith Letter, Enclosure 1 
at 8. Although requested, HHS did not provide fur-
ther documentation of these costs to us. We did not 
audit these amounts. 

By Mr. ALLARD (for himself, Mr. 
DURBIN, and Ms. LANDRIEU): 

S. 2474. A bill to amend the Internal 
Revenue Code of 1986 to allow penalty- 
free withdrawals from retirement plans 
during the period that a military re-
servist or national guardsman is called 
to active duty for an extended period, 
and for other purposes; to the Com-
mittee on Finance. 

Mr. ALLARD. Mr. President, I rise to 
introduce the Guardsmen and Reserv-
ists Financial Relief Act of 2004. Na-
tional guardsmen and reservists are 
serving our country with virtue and 
valor in the war on terror. These brave 
men and women deserve recognition for 
the many sacrifices they make in serv-
ing and protecting this great country. 
Their families also deserve protection 
from potential financial hardships ex-
perienced at home that may result 
from the guardsmen or reservists being 
called to service. 

Since September 11, 2004, many men 
and women have left their jobs in the 
private sector to fill vitally needed po-
sitions for our national defense. In 
playing the role of true citizen soldiers, 
some have taken drastic pay cuts from 
their civilian jobs in order to fulfill 
their duty to their country. This is be-
ginning to create financial strains on 
their families. 

The Department of Defense estimates 
that 3 percent of its reservists have 
been called up more than once since 
September 11, 2001. Additionally, the 

GAO reports that nearly 41 percent of 
reservists are impacted by a pay dis-
crepancy between his or her military 
and civilian salary. 

The Guardsmen and Reservists Fi-
nancial Relief Act of 2004 will see that 
the families and loved ones of Guard 
members and reservists, who are called 
to service after September 11, 2001, can 
access retirement funds without incur-
ring any penalties. 

This important legislation will allow 
Guard members and reservists who are 
activated for more than 179 days to 
make penalty-free early withdrawals 
from their IRA or 401(k) plan. 

This bill retroactively covers mem-
bers of the Guard and Reserve who 
were called to service beginning on 
September 11, 2001, and extends cov-
erage to those who may continue to be 
called on to serve on an active basis 
through September 12, 2005. 

Furthermore, this bill will encourage 
repayment of any withdrawal from an 
IRA or 401(k) fund within 2 years of a 
guardsman or reservist ending their ac-
tive duty, ensuring retirement, finan-
cial security for soldiers and their fam-
ilies. 

It also temporarily lifts the contribu-
tion cap to equal the amount of the 
withdrawn funds to allow for full re-
payment. 

National Guard members and mili-
tary reservists have been imperative to 
the military strength of our Nation 
over the years. Today, almost half of 
our military strength is from those 
who serve in the National Guard and 
military Reserve. There are currently 
169,000 National Guard members and 
military reservists on active duty help-
ing fight the war on terror. 

Since September 11, 2001, 373,707 total 
National Guard members and military 
reservists have been mobilized. There 
is no doubt we owe a great deal to our 
men and women in uniform who are so 
honorably serving their country by 
fighting the war on terror. Helping to 
ease the financial burdens of families 
of Guard members and reservists is a 
good start. 

I look forward to working with my 
colleagues in the Senate on the 
Guardsmen and Reservists Financial 
Relief of 2004 to provide members of 
our National Guard and military Re-
serve with the financial relief they de-
serve for loyally serving and protecting 
this country. 

Mr. President, I ask unanimous con-
sent that the text of the bill be printed 
in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

S. 2474 
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Guardsmen 
and Reservists Financial Relief Act of 2004’’. 
SEC. 2. PENALTY-FREE WITHDRAWALS FROM RE-

TIREMENT PLANS FOR INDIVIDUALS 
CALLED TO ACTIVE DUTY FOR AT 
LEAST 179 DAYS. 

(a) IN GENERAL.—Paragraph (2) of section 
72(t) of the Internal Revenue Code of 1986 (re-

lating to 10-percent additional tax on early 
distributions from qualified retirement 
plans) is amended by adding at the end the 
following new subparagraph: 

‘‘(G) DISTRIBUTIONS FROM RETIREMENT 
PLANS TO INDIVIDUALS CALLED TO ACTIVE 
DUTY.— 

‘‘(i) IN GENERAL.—Any qualified reservist 
distribution. 

‘‘(ii) AMOUNT DISTRIBUTED MAY BE REPAID.— 
Any individual who receives a qualified re-
servist distribution may, at any time during 
the 2-year period beginning on the day after 
the end of the active duty period, make one 
or more contributions to an individual re-
tirement plan of such individual in an aggre-
gate amount not to exceed the amount of 
such distribution. The dollar limitations 
otherwise applicable to contributions to in-
dividual retirement plans shall not apply to 
any contribution made pursuant to the pre-
ceding sentence. No deduction shall be al-
lowed for any contribution pursuant to this 
clause. 

‘‘(iii) QUALIFIED RESERVIST DISTRIBUTION.— 
For purposes of this subparagraph, the term 
‘qualified reservist distribution’ means any 
distribution to an individual if— 

‘‘(I) such distribution is from an individual 
retirement plan, or from amounts attrib-
utable to employer contributions made pur-
suant to elective deferrals described in sub-
paragraph (A) or (C) of section 402(g)(3) or 
section 501(c)(18)(D)(iii), 

‘‘(II) such individual was (by reason of 
being a member of a reserve component (as 
defined in section 101 of title 37, United 
States Code)), ordered or called to active 
duty for a period in excess of 179 days or for 
an indefinite period, and 

‘‘(III) such distribution is made during the 
period beginning on the date of such order or 
call and ending at the close of the active 
duty period. 

‘‘(iv) APPLICATION OF SUBPARAGRAPH.—This 
subparagraph applies to individuals ordered 
or called to active duty after September 11, 
2001, and before September 12, 2005. In no 
event shall the 2-year period referred to in 
clause (ii) end before the date which is 2 
years after the date of the enactment of this 
subparagraph.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 401(k)(2)(B)(i) of such Code is 

amended by striking ‘‘or’’ at the end of sub-
clause (III), by striking ‘‘and’’ at the end of 
subclause (IV) and inserting ‘‘or’’, and by in-
serting after subclause (IV) the following 
new subclause: 

‘‘(V) the date on which a period referred to 
in section 72(t)(2)(G)(iii)(III) begins, and’’. 

(2) Section 403(b)(11) of such Code is amend-
ed by striking ‘‘or’’ at the end of subpara-
graph (A), by striking the period at the end 
of subparagraph (B) and inserting ‘‘, or’’, and 
by inserting after subparagraph (B) the fol-
lowing new subparagraph: 

‘‘(C) for distributions to which section 
72(t)(2)(G) applies.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions after September 11, 2001. 

By Mr. AKAKA (for himself, Mr. 
DURBIN, Mr. LEAHY, and Mr. 
SCHUMER): 

S. 2475. A bill to require enhanced 
disclosure to consumers regarding the 
consequences of making only minimum 
required payments in the repayment of 
credit card debt; to the Committee on 
Banking, Housing, and Urban Affairs. 

Mr. AKAKA. Mr. President, I rise 
today to introduce the Credit Card 
Minimum Payment Warning Act. I 
greatly appreciate the significant con-
tributions Senator DURBIN made to this 
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bill, and I thank him very much for 
that. Also, I thank Senator LEAHY and 
Senator SCHUMER for cosponsoring this 
legislation. 

Americans are carrying enormous 
amounts of debt. In 2003, consumer 
debt increased for the first time to 
more than $2 trillion, according to the 
Federal Reserve. This is a 28-percent 
increase since the year 2000. According 
to the Daily Bankruptcy News, con-
sumer debt is now equal to 110 percent 
of disposable income. Ten years ago, it 
was 85 percent; and 20 years ago, it was 
65 percent. A key component of house-
hold debt can be attributed to the use 
of credit cards. Revolving debt, mostly 
comprised of credit card debt, has more 
than doubled from $313 billion in Janu-
ary 1994 to $753 billion in debt in Janu-
ary 2004. A U.S. Public Interest Re-
search Group and Consumer Federation 
of America analysis of Federal Reserve 
data indicates that the average house-
hold with debt carries approximately 
$10,000 to $12,000 in total revolving debt 
and has nine credit cards. 

More and more working families are 
trying to meet growing financial obli-
gations and are having difficulties sur-
viving financially. When interest rates 
do eventually rise, consumers’ increas-
ing debt obligations will be com-
pounded further. 

As household debt has increased, 
bankruptcy filings have surged to 
record levels. In the year 2003, more 
than 1.6 million consumers filed for 
bankruptcy. This staggering amount is 
an increase of 5.6 percent over the pre-
vious record set in 2002. Bankruptcies 
disrupt the lives of consumers and 
limit their ability to access credit in 
the future. In addition, bankruptcies 
lead to significant financial losses for 
creditors. It is imperative that we 
make consumers more aware of the 
long-term effects of their financial de-
cisions, particularly in managing their 
credit card debt, so that they can avoid 
bankruptcy. 

Even as we contemplate the con-
sequences of more and more debt, it 
has become easier to access credit. Pre- 
approved credit card offers are now a 
routine piece of mail. Students are of-
fered credit cards at earlier ages, espe-
cially in view of the success that credit 
card companies are having with their 
aggressive campaigns targeted towards 
college students. Mr. President, 55 per-
cent of college students acquire their 
first credit card during their first year 
in college, and 83 percent of college 
students have at least one credit card. 
Forty-five percent of college students 
are in credit card debt, with the aver-
age debt being over $3,000. 

While it is relatively easy to obtain 
credit, not enough is done to ensure 
that credit is properly managed. Cur-
rently, credit card statements fail to 
include all of the information nec-
essary to allow individuals to make 
fully informed financial decisions. Ad-
ditional disclosure is needed to ensure 
that individuals completely understand 
the implications of their credit card 
use. 

Our legislation will provide a wakeup 
call for consumers. It will make it very 
clear what costs consumers will incur 
if they make only the minimum pay-
ments on their credit cards. The per-
sonalized information they will receive 
for each of their accounts will help 
them to make informed choices about 
the payments that they choose to 
make towards their balance. 

This bill requires a minimum pay-
ment warning notification on monthly 
statements stating that making the 
minimum payment will increase the 
amount of interest that will be paid 
and extend the amount of time it will 
take to repay the outstanding balance. 
Consumers would have to be informed 
of how many years and months it will 
take to repay their entire balance if 
they make only the minimum pay-
ments. In addition, the total costs in 
interest and principal, if the consumer 
pays only the minimum payment, 
would have to be disclosed. These pro-
visions will make individuals much 
more aware of the true costs of their 
credit card debts. 

The bill also requires that credit card 
companies provide useful information 
so that people can develop strategies to 
free themselves of credit card debt. 
Consumers would have to be provided 
with the amount they need to pay to 
eliminate their outstanding balance 
within 36 months. Finally, the legisla-
tion would require that creditors estab-
lish a toll-free number so that con-
sumers can access trustworthy credit 
counselors. In order to ensure that con-
sumers are referred from the toll-free 
number to only trustworthy organiza-
tions, the agencies for referral would 
have to be approved by the Federal 
Trade Commission and the Federal Re-
serve Board as having met comprehen-
sive quality standards. These standards 
are necessary because certain credit 
counseling agencies have abused their 
nonprofit, tax-exempt status and have 
taken advantage of people seeking as-
sistance in managing their debts. Peo-
ple believe, sometimes mistakenly, 
that they can place blind trust in non-
profit organizations and that their fees 
will be lower than those of other credit 
counseling organizations. 

Too many individuals may not real-
ize that the credit counseling industry 
does deserve the trust that consumers 
often place in it. 

The Credit Card Minimum Payment 
Warning Act has been endorsed by the 
Consumer Federation of America, Con-
sumers Union, and U.S. Public Interest 
Research Group. 

I ask unanimous consent that the 
letter of support and factsheet from 
these organizations be printed in the 
RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

CONSUMERS UNION, CONSUMER FED-
ERATION OF AMERICA, U.S. PUBLIC 
INTEREST RESEARCH GROUP, 

May 13, 2004: 
DEAR SENATORS AKAKA AND DURBIN The un-

dersigned national consumer organizations 

write to strongly support the Credit Card 
Minimum Payment Warning Act. The act 
would require credit card issuers to disclose 
more information to consumers about the 
costs associated with paying their bills at 
ever-declining minimum payment rates. The 
Act provides a personalized ‘‘price tag’’ so 
consumers can understand what are the real 
costs of credit card debt and avoid financial 
problems in the future. 

Undisputed evidence links the rise in bank-
ruptcy in recent years to the increase in con-
sumer credit outstanding. These numbers 
have moved in lockstep for more than 20 
years. Revolving credit, for example (most of 
which is credit card debt) ballooned from 
$214 billion in January 1990 to over $750 bil-
lion currently. As a family debt increases, 
debt service payments on items such as in-
terest and late fees take an ever-increasing 
piece of their budget. For some families, this 
contributes to the collapse of their budget. 
Bankruptcy becomes the only way out. (See 
the attached fact sheet for more information 
about the scope and impact of credit card 
debt.) 

Credit card issuers have exacerbated the fi-
nancial problems that many families have 
faced by lowering minimum payment 
amounts, from around 4 percent of the bal-
ance owed, to about 2 percent currently. This 
decline in the typical minimum payment is a 
significant reason for the rise in consumer 
bankruptcies in recent years. A low min-
imum payment often barely covers interest 
obligations. It convinces many borrowers 
that they are financially sound as long as 
they can meet all of their minimum payment 
obligations. However, those that cannot af-
ford to make these payments often carry so 
much debt that bankruptcy is usually the 
only viable option. 

This bill will provide consumers several 
crucial pieces of information on their 
monthly credit card statement: 

A ‘‘minimum payment warning’’ that pay-
ing at the minimum rate will increase the 
amount of interest that is owed and the time 
it will take to repay the balance. 

The number of years and months that it 
will take the consumer to pay off the bal-
ance at the minimum rate. 

The total costs in interest and principal if 
the consumer pays at the minimum rate. 

The monthly payment that would be re-
quired to pay the balance off in three years. 

The bill also requires that credit card com-
panies provide a toll-free number that con-
sumers can call to receive information about 
credit counseling and debt management as-
sistance. In order to assure that consumers 
are referred to honest, legitimate non-profit 
credit counselors, the bill requires the Fed-
eral Reserve to screen these agencies to en-
sure that they meet rigorous quality stand-
ards. 

Our groups command you for offering this 
very important and long-overdue piece of 
legislation. It provides the kind of personal-
ized, timely disclosure information that will 
help debt-choked families make informed de-
cisions and start to work their way back to 
financial health. 

Sincerely, 
TRAVIS B. PLUNKETT, 

Legislative Director, 
Consumer Federa-
tion of America. 

ADAM GOLDBERG, 
Policy Analyst, Con-

sumers Union. 
EDMUND MIERZWINSKI, 

Consumer Programs 
Director, U.S. Public 
Interest Research 
Group. 
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FACTS ABOUT CREDIT CARD DEBT 

Revolving debt (most of which is credit 
card debt) has ballooned from $54 billion in 
January 1980 to over $750 billion currently. 

In billions 
January 1980 ...................................... 54 
January 1984 ...................................... 79 
January 1990 ...................................... 214 
January 1994 ...................................... 313 
January 2004 ...................................... 753 

Source: http://www.federalreserve.gov/Releases/ 
G19/his/cc his sa.html. 

About one-twelfth of this debt is paid off 
before it incurs interest, so Americans pay 
interest on an annual load of about $690 bil-
lion in revolving debt. 

According to the Federal Reserve, the 
most recent average credit card interest rate 
is 12.4% APR. At simple interest, with no 
compounding, then, consumers pay at least 
$85 billion annually in interest on credit card 
and other revolving debt. 

Just about 55 percent of consumers carry 
debt. The rest are convenience users. 

From PIRG/CFA analysis of Federal Re-
serve data, the average household with debt 
carriers approximately $10,000–12,000 in total 
revolving debt and has approximately nine 
cards. 

FACTS ABOUT THE EFFECT OF MINIMUM 
MONTHLY PAYMENTS 

A household making the monthly min-
imum required payments on this debt (usu-
ally the greater of 2 percent of the unpaid 
balance or $20) at the very low average 12.4% 
APR (many consumers pay much higher pen-
alty rates than this FRB-reported average) 
would pay $1,175 in interest just in the first 
year, even if these cards are cut up and not 
used again. 

This household would pay a total of over 
$9,800 in interest over a period of 25 years and 
three months. That fact is not disclosed. 

A household or consumer who merely dou-
bled their minimum payment and paid 4% of 
the amount due would fare better. A house-
hold or consumer that paid 10% of the bal-
ance each month would fare much better. 
Here is comparison. 

Minimum Payment Warnings Would En-
courage Larger Payments and Save Con-
sumers Thousands of Dollars in High-Priced 
Credit Card Debt. 

Credit Card Debt of $10,000 at Mod-
est 12.4% APR 

Monthly Payment (% of unpaid 
balance) 

2% 4% 10% 

First Year Interest ................................ $1,175 $1,054 $775 
Total Interest Owed .............................. $9,834 $3,345 $1,129 
Months To Pay Owed ............................ 303 127 52 
Years to Pay ......................................... 25.3 10.6 4.3 

Calculations by U.S. PIRG. also see http://www.truthaboutcredit.org/ 
lowerapr.htm for additional comparisons and amortization tables 

Giving consumers a minimum payment 
warning on their credit card statements is 
the most powerful action Congress could 
take to increase consumer understanding of 
the cost of credit card debt. 

FACTS ABOUT WHO OWES CREDIT CARD DEBT 

Credit card debt has risen fastest among 
lower-income Americans. These families saw 
the largest increase—a 184 percent rise in 
their debt—but even very high-income fami-
lies had 28 percent more credit card debt in 
2001 than they did in 1989. Source: Demos 

Thirty-nine percent of student loan bor-
rowers now graduate with unmanageable lev-
els of debt, meaning that their monthly pay-
ments are more than 8 percent of their 
monthly incomes. According to PIRG anal-
ysis of the 1999–2000 NPSAS data, in 2001, 41 
percent of the graduating seniors carried a 
credit card balance, with an average balance 
of $3,071. Student loan borrowers were even 

more likely to carry credit card debt, with 48 
percent of borrowers carrying an average 
credit card balance of $3,176. See ‘‘The Bur-
den of Borrowing,’’ 2002, Tracey King, the 
State PIRGs, http://www.pirg.org/highered/ 
BurdenofBorrowing.pdf 

While less likely to have credit cards than 
white families, data show that African- 
American and Hispanic families are more 
likely to carry debt. 

% With 
credit 
cards 
2001 

Cardholding 
% with 

debt 2001 

Average 
credit 

card debt 
2001 

All families ........................................ 76 55 $4,126 
White families ................................... 82 51 4,381 
Black families ................................... 59 84 2,950 
Hispanic families .............................. 53 75 3,691 

Demos calculation using 2001 Survey of Consumer Finance. See Bor-
rowing To Make Ends Meet. Demos, http://www.demos-usa.org/pubs/bor-
rowingltolmakelendslmeet.pdf. 

SENIORS (OVER AGE 65) 

Credit card debt among older Americans 
increased by 89 percent from 1992 to 2001. Av-
erage balances among indebted adults over 65 
increased by 89 percent, to $4,041. 

Seniors between 65 and 69 years old, pre-
sumably the newly-retired, saw the most 
staggering rise in credit card debt—217 per-
cent—to an average of $5,844. 

Female-headed senior households experi-
enced a 48 percent increase between 1992 and 
2001, to an average of $2,319. 

Among seniors with incomes under $50,000 
(70 percent of seniors), about one in five fam-
ilies with credit card debt is in debt hard-
ship—spending over 40 percent of their in-
come on debt payments, including mortgage 
debt. 

TRANSITIONERS (AGES 55–64) 

Transitioners experienced a 47 percent in-
crease in credit card debt between 1992 and 
2001, to an average of $4,088. 

The average credit card-indebted family in 
this age group now spends 31 percent of their 
income on debt payments, a 10 percent in-
crease over the decade. 

Source: ‘‘Retiring in the Red: The Growth 
of Debt Among Older Americans’’; http:// 
www.demos-usa.org/pub101.cfm. 

Other fact sheet sources include ‘‘Deflate 
Your Rate,’’ MASSPIRG, 2002, see http:// 
www.truthaboutcredit.org and other reports 
by Demos. See http://www.demos-usa.org/ 
page38.cfm. 

Mr. AKAKA. I also ask unanimous 
consent that the text of the Credit 
Card Minimum Payment Warning Act 
be printed in the RECORD following my 
remarks. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

Mr. AKAKA. Mr. President, I urge 
my colleagues to support this legisla-
tion that will empower consumers by 
providing them with detailed personal-
ized information to assist them in 
making informed choices about their 
credit card use and repayment. This 
bill makes clear the adverse con-
sequences of uninformed choices, such 
as making only minimum payments, 
and provides opportunities to locate as-
sistance to eliminate credit card debt. 

S. 2475 

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Credit Card 
Minimum Payment Warning Act’’. 

SEC. 2. ENHANCED CONSUMER DISCLOSURES RE-
GARDING MINIMUM PAYMENTS. 

Section 127(b) of the Truth in Lending Act 
(15 U.S.C. 1637(b)) is amended by adding at 
the end the following: 

‘‘(11)(A) Information regarding repayment 
of the outstanding balance of the consumer 
under the account, appearing in conspicuous 
type on the front of the first page of each 
such billing statement, and accompanied by 
an appropriate explanation, containing— 

‘‘(i) the words ‘Minimum Payment Warn-
ing: Making only the minimum payment will 
increase the amount of interest that you pay 
and the time it will take to repay your out-
standing balance.’; 

‘‘(ii) the number of years and months 
(rounded to the nearest month) that it would 
take for the consumer to pay the entire 
amount of that balance, if the consumer 
pays only the required minimum monthly 
payments; 

‘‘(iii) the total cost to the consumer, 
shown as the sum of all principal and inter-
est payments, and a breakdown of the total 
costs in interest and principal, of paying 
that balance in full if the consumer pays 
only the required minimum monthly pay-
ments, and if no further advances are made; 

‘‘(iv) the monthly payment amount that 
would be required for the consumer to elimi-
nate the outstanding balance in 36 months if 
no further advances are made; and 

‘‘(v) a toll-free telephone number at which 
the consumer may receive information about 
accessing credit counseling and debt man-
agement services. 

‘‘(B)(i) Subject to clause (ii), in making the 
disclosures under subparagraph (A) the cred-
itor shall apply the interest rate in effect on 
the date on which the disclosure is made. 

‘‘(ii) If the interest rate in effect on the 
date on which the disclosure is made is a 
temporary rate that will change under a con-
tractual provision specifying a subsequent 
interest rate or applying an index or formula 
for subsequent interest rate adjustment, the 
creditor shall apply the interest rate in ef-
fect on the date on which the disclosure is 
made for as long as that interest rate will 
apply under that contractual provision, and 
then shall apply the adjusted interest rate, 
as specified in the contract. If the contract 
applies a formula that uses an index that 
varies over time, the value of such index on 
the date on which the disclosure is made 
shall be used in the application of the for-
mula.’’. 

SEC. 3. ACCESS TO CREDIT COUNSELING AND 
DEBT MANAGEMENT INFORMATION. 

(a) GUIDELINES REQUIRED.— 
(1) IN GENERAL.—Not later than 1 year after 

the date of enactment of this Act, the Board 
of Governors of the Federal Reserve System 
and the Federal Trade Commission (in this 
section referred to as the ‘‘Board’’ and the 
‘‘Commission’’, respectively) shall jointly, 
by rule, regulation, or order, issue guidelines 
for the establishment and maintenance by 
creditors of a toll-free telephone number for 
purposes of the disclosures required under 
section 127(b)(11) of the Truth in Lending 
Act, as added by this Act. 

(2) APPROVED AGENCIES.—Guidelines issued 
under this subsection shall ensure that refer-
rals provided by the toll-free number include 
only those agencies approved by the Board 
and the Commission as meeting the criteria 
under this section. 

(b) CRITERIA.—The Board and the Commis-
sion shall only approve a nonprofit budget 
and credit counseling agency for purposes of 
this section that— 

(1) demonstrates that it will provide quali-
fied counselors, maintain adequate provision 
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for safekeeping and payment of client funds, 
provide adequate counseling with respect to 
client credit problems, and deal responsibly 
and effectively with other matters relating 
to the quality, effectiveness, and financial 
security of the services it provides; 

(2) at a minimum— 
(A) is registered as a nonprofit entity 

under section 501(c) of the Internal Revenue 
Code of 1986; 

(B) has a board of directors, the majority 
of the members of which— 

(i) are not employed by such agency; and 
(ii) will not directly or indirectly benefit 

financially from the outcome of the coun-
seling services provided by such agency; 

(C) if a fee is charged for counseling serv-
ices, charges a reasonable and fair fee, and 
provides services without regard to ability to 
pay the fee; 

(D) provides for safekeeping and payment 
of client funds, including an annual audit of 
the trust accounts and appropriate employee 
bonding; 

(E) provides full disclosures to clients, in-
cluding funding sources, counselor qualifica-
tions, possible impact on credit reports, any 
costs of such program that will be paid by 
the client, and how such costs will be paid; 

(F) provides adequate counseling with re-
spect to the credit problems of the client, in-
cluding an analysis of the current financial 
condition of the client, factors that caused 
such financial condition, and how such client 
can develop a plan to respond to the prob-
lems without incurring negative amortiza-
tion of debt; 

(G) provides trained counselors who— 
(i) receive no commissions or bonuses 

based on the outcome of the counseling serv-
ices provided; 

(ii) have adequate experience; and 
(iii) have been adequately trained to pro-

vide counseling services to individuals in fi-
nancial difficulty, including the matters de-
scribed in subparagraph (F); 

(H) demonstrates adequate experience and 
background in providing credit counseling; 

(I) has adequate financial resources to pro-
vide continuing support services for budg-
eting plans over the life of any repayment 
plan; and 

(J) is accredited by an independent, nation-
ally recognized accrediting organization. 

Mr. DURBIN. Mr. President, I am de-
lighted to be working with my friend 
the distinguished Senator from Hawaii, 
Senator AKAKA, to introduce a measure 
that provides a simple yet vital com-
modity to users of credit cards. The 
commodity I speak of: information. 

The modern-day credit-reporting sys-
tem has benefitted consumers by mak-
ing affordable credit more widely avail-
able than ever before, and the spread of 
credit cards is an important part of 
this ‘‘credit revolution.’’ Along with 
this revolution in credit availability, 
however, we need a revolution in con-
sumers’ ability to manage their credit. 
Two facts provide a quick and simple 
snapshot of our progress in that regard. 
In the fourth quarter of 2003, the num-
ber of delinquencies on regular con-
sumer loans went down. That same 
quarter, the number of past-due credit 
card accounts hit an all-time high. 
Clearly, an increasing number of credit 
card holders need to do a better job of 
responsibility managing their credit 
exposure. 

This bill is designed to help them to 
do just that by providing that vital 
commodity, information. It would re-

quire credit card statements to provide 
information that will help consumers 
understand the relationships among 
their total balance, the minimum pay-
ment due, and the accumulation of in-
terest over time. Specifically, this bill 
would require that statements provide 
the following information: the amount 
of time it would take to pay off the 
total balance if just minimum pay-
ments are made each month; the total 
cost to the consumer that would be in-
curred over that time period, broken 
into interest and principle; the pay-
ment amount that would be necessary 
each month to pay off the total balance 
in three years; and a toll-free telephone 
number consumers could call to get a 
referral to a legitimate, accredited, 
non-profit credit counseling agency. 

We would like to think that the cred-
it card companies would be glad to pro-
vide whatever information their con-
sumers needed to responsibly manage 
their credit. The fact of the matter is, 
though, that they do not provide the 
information I just described, and 
chances are they will not begin doing 
so on their own initiative. These num-
bers are not all that hard to calculate. 
A few lines of computer code is all it 
would take. And yet provision of these 
three simple numbers would provide a 
huge payback by helping credit card 
users quickly and easily get a clearer 
understanding of the size of their bal-
ance and what the consequences will be 
for them—in terms of time and finan-
cial cost—of carrying that balance. 

Let me be extra clear about one 
thing: This bill will help markets for 
credit work better. As Adam Smith 
told us, the free flow of information is 
an absolute prerequisite of an efficient 
market. For markets to work, buyers 
must know and understand what they 
are buying. When our bill becomes law, 
credit card holders—who are simply 
buyers of credit in the marketplace— 
will have a better understanding of 
what exactly they are buying into, for 
the long term. The result can only be 
that the credit markets will better 
serve us, and that our households and 
our Nation will be on stronger finan-
cial footing. 

I thank my friend Senator AKAKA for 
working with me on this important 
measure. I am also delighted that my 
friends Senator SCHUMER AND SENATOR 
LEAHY have joined us as original co-
sponsors. I urge the rest of my col-
leagues to join us by cosponsoring this 
bill. 

By Mr. KYL (for himself, Mr. 
MILLER, Mr. CORNYN, Mr. SES-
SIONS, Mr. CHAMBLISS, Mr. 
GRAHAM of South Carolina, Mr. 
NICKLES, Mr. MCCONNELL, Mr. 
INHOFE, and Mr. ROBERTS): 

S. 2476. A bill to amend the USA PA-
TRIOT Act to repeal the sunsets; to the 
Committee on the Judiciary. 

Mr. KYL. Mr. President, I rise today 
to introduce a bill that would repeal 
§ 224 of the USA Patriot Act. Section 
224 provides that 16 different parts of 

the Patriot Act ‘‘shall cease to have ef-
fect on December 31, 2005.’’ The au-
thorities subject to this sunset include 
some of the most important provisions 
of the Act. They are sections 201, wire-
tapping in terrorism cases; 202, wire-
tapping in computer fraud and abuse 
felony case; 203(b) sharing wiretap in-
formation; 203(d), sharing foreign intel-
ligence information; 204, Foreign Intel-
ligence Surveillance Act (FISA) pen 
register/trap and trace exceptions; 206, 
roving FISA wiretaps; 207, duration of 
FISA surveillance of non-United States 
persons who are agents of a foreign 
power; 209, seizure of voice-mail mes-
sages pursuant to warrants; 212, emer-
gency disclosure of electronic surveil-
lance; 214, FISA pen register/ trap and 
trace authority; 215, FISA access to 
tangible items; 217, interception of 
computer trespasser communications; 
218, purpose for FISA orders; 220, na-
tionwide service of search warrants for 
electronic evidence; 223, civil liability 
and discipline for privacy violations; 
and 225, provider immunity for FISA 
wiretap assistance. 

Rather than praise the Patriot Act 
myself, I would like to quote others 
who have done so. First, I would note 
that the President has called on Con-
gress to renew all parts of the Patriot 
Act that are scheduled to expire next 
year. As he has emphasized, ‘‘to aban-
don the Patriot Act would deprive law 
enforcement and intelligence officers 
of needed tools in the war on terror, 
and demonstrate willful blindness to a 
continuing threat.’’ 

FBI Director Robert Mueller, in a 
hearing before the Judiciary Com-
mittee yesterday, also voiced strong 
support for renewing the Patriot Act. 
As he noted, ‘‘for over two and a half 
years, the PATRIOT Act has proved ex-
traordinarily beneficial in the war on 
terrorism and has changed the way the 
FBI does business. Many of our 
counterterrorism successes, in fact, are 
the direct results of provisions in-
cluded in the Act, a number of which 
are scheduled to ‘sunset’ at the end of 
next year. I strongly believe it is vital 
to our national security to keep each 
of these provisions intact.’’ 

Similarly, in an April 14 field hearing 
before the Judiciary Committee, Dep-
uty Attorney General James Comey 
stated that the Patriot Act ‘‘has made 
us immeasurably safer.’’ He also re-
sponded to the allegation, occasionally 
made by some critics, that the Patriot 
Act was passed too quickly. He replied 
that ‘‘the USA Patriot Act was not 
rushed, it actually came 10 years too 
late.’’ 

The importance of the Patriot Act to 
American security also has drawn the 
attention of the 9/11 Commission. 
Former New Jersey Governor Thomas 
Kean has noted that the Commission 
has had ‘‘witness after witness tell us 
that the Patriot Act has been very, 
very helpful, and if the Patriot Act, or 
portions of it, had been in place before 
9/11, that would have been very help-
ful.’’ 
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This praise has not been limited to 

the Republicans who have participated 
in the Commission’s proceedings. 
Former Attorney General Janet Reno, 
for example, testified before the Com-
mission that ‘‘everything that’s been 
done in the Patriot Act has been help-
ful.’’ 

Nor is President Bush alone among 
the major candidates for President this 
year in hailing the importance of the 
Patriot Act. Indeed, his principal rival 
for the office, Senator KERRY, recently 
claimed that he would go even further 
than the President. According to an 
April 25 story in the Los Angeles 
Times, Senator KERRY’s spokesman in-
sists that ‘‘it is the challenger, not the 
president, who brings the most mus-
cular view of the Patriot Act into the 
race.’’ Senator KERRY’s presidential 
campaign website even includes a 
‘‘Plan to Restore American Security,’’ 
which lists as its number-one priority 
to ‘‘improve intelligence capabilities.’’ 
Senator KERRY states that he ‘‘under-
stands that intelligence information is 
the key to disrupting and dismantling 
terrorist organizations and that we 
need to improve our intelligence capa-
bilities, both domestically and inter-
nationally, in order to win the war on 
global terrorism.’’ 

One reform implemented by the Pa-
triot Act that Attorney General Reno 
and others have particularly empha-
sized is its authorization for informa-
tion sharing. Because this part of the 
Patriot Act is often praised but infre-
quently described in detail, I would 
like to quote the following accounts of 
pre-Patriot barriers to information 
sharing, and of the investigative suc-
cesses that the removal of those bar-
riers has made possible. 

The FISA Court of Review decision 
upholding the Patriot Act’s authoriza-
tion for information sharing, In re: 
Sealed Case, 310 F.3d 717, 
F.I.S. CT. REV. 2002 , DESCRIBES THE ORIGINS OF 

THE PRE-PATRIOT BARRIERS: 

Apparently to avoid running afoul of the 
primary purpose test used by some courts, 
the 1995 [Attorney General] Procedures 
[(‘‘Procedures for Contacts Between the FBI 
and the Criminal Division Concerning For-
eign Intelligence and Foreign Counterintel-
ligence Investigations’’)] limited contacts 
between the FBI and the Criminal Division 
in cases where FISA surveillance or searches 
were being conducted by the FBI for foreign 
intelligence (FI) or foreign counterintel-
ligence (FCI) purposes. The procedures state 
that ‘‘the FBI and Criminal Division should 
ensure that advice intended to preserve the 
option of a criminal prosecution does not in-
advertently result in either the fact or the 
appearance of the Criminal Division’s direct-
ing or controlling the FI or FCI investiga-
tion toward law enforcement objectives.’’ Al-
though these procedures provided for signifi-
cant information sharing and coordination 
between criminal and FI or FCI investiga-
tions, based at least in part on the ‘‘direct-
ing or controlling’’ language, they eventu-
ally came to be narrowly interpreted within 
the Department of Justice, and most par-
ticularly by OIPR, as requiring OIPR to act 
as a ‘‘wall’’ to prevent the FBI intelligence 
officials from communicating with the 
Criminal Division regarding ongoing FI or 

FCI investigations. Thus, the focus became 
the nature of the underlying investigation, 
rather than the general purpose of the sur-
veillance. Once prosecution of the target was 
being considered, the procedures, as inter-
preted by OIPR in light of the case law, pre-
vented the Criminal Division from providing 
any meaningful advice to the FBI.’’ 

In re: Sealed Case, 310 F.3d at 727–28 ci-
tations omitted. 

FBI Director Mueller, in his testi-
mony yesterday, provided a concrete 
account of the impact that these infor-
mation-sharing barriers had on intel-
ligence investigations: 

Prior to September 11, an [FBI] Agent in-
vestigating the intelligence side of a ter-
rorism case was barred from discussing the 
case with an Agent across the hall who was 
working the criminal side of that same in-
vestigation. For instance, if a court-ordered 
criminal wiretap turned up intelligence in-
formation, the criminal investigator could 
not share that information with the intel-
ligence investigator—he could not even sug-
gest that the intelligence investigator 
should seek a wiretap to collect the informa-
tion for himself. If the criminal investigator 
served a grand jury subpoena to a suspect’s 
bank, he could not divulge any information 
found in those bank records to the intel-
ligence investigator. Instead, the intel-
ligence investigator would have to issue a 
National Security Letter in order to procure 
that same information. 

Chicago U.S. Attorney Patrick Fitz-
gerald, in an October 21, 2003 hearing 
before the Senate Judiciary Com-
mittee, described how these pre-Patriot 
information-sharing limits undercut 
one potentially vital terror investiga-
tion. Mr. Fitzgerald discussed the 
grand-jury testimony of Wadih el Hage, 
a key member of the Al Qaeda cell in 
Nairobi who, in September 1997, was 
apprehended while changing flights in 
New York City. Federal prosecutors 
subpoenaed el Hage from the airport to 
testify before a Federal grand jury in 
Manhattan. Mr. Fitzgerald described 
how el Hage: 

[P]rovided some information of potential 
use to the intelligence community—includ-
ing potential leads as to the location of his 
confederate Harun and the location of 
Harun’s files in Kenya. Unfortunately, as el 
Hage left the grand-jury room, we knew that 
* * * [because of pre-Patriot restrictions] we 
would not be permitted to share the grand- 
jury information with the intelligence com-
munity. * * * Fortunately, we found a way to 
address the problem that in most other cases 
would not work. Upon request, el Hage vol-
untarily agreed to be debriefed by an FBI 
agent outside the grand-jury room * * *. El 
Hage then repeated the essence of what he 
told the grand jury to the FBI agent, includ-
ing his purported leads to on the location of 
Harun and his files. The FBI then lawfully 
shared the information with the intelligence 
community. In essence, we solved the prob-
lem by obtaining the consent of a since-con-
victed terrorist. We do not want to have to 
rely on the consent of al Qaeda terrorists to 
address the gaps in our national security. 

Mr. Fitzgerald went on to describe 
how, in August 1998, the American Em-
bassy in Nairobi was bombed by al 
Qaeda. Investigators quickly learned 
that el Hage’s associate Harun was re-
sponsible. In this particular case, in-
vestigators had been able to work 
around information-sharing limits be-

cause of an al Qaeda terrorist’s willing-
ness to be interviewed by the FBI, and 
even with this information U.S. agents 
were not able to stop a terrorist at-
tack. The pre-Patriot limits were not a 
decisive factor in blocking U.S. intel-
ligence agents from preventing the 
Kenya bombing. But they could have 
been. As U.S. Attorney Fitzgerald con-
cluded, ‘‘we should not have to wait for 
people to die with no explanation 
[other] than that interpretations of the 
law blocked the sharing of specific in-
formation that probably [c]ould have 
saved [American lives].’’ 

As Attorney General Reno noted in 
her testimony before the 9/11 Commis-
sion, ‘‘these restrictions [on informa-
tion sharing] have now been eliminated 
as part of the Patriot Act.’’ Director 
Mueller, in his Judiciary Committee 
testimony yesterday, described the im-
pact of this change: 

The removal of the ‘‘wall’’ has allowed gov-
ernment investigators to share information 
freely. Now, criminal investigative informa-
tion that contains foreign intelligence or 
counterintelligence, including grand jury 
and wiretap information, can be shared with 
intelligence officials. This increased ability 
to share information has disrupted terrorist 
operations in their early stages—such as the 
successful dismantling of the ‘‘Portland 
Seven’’ terror cell—and has led to numerous 
arrests, prosecutions, and convictions in ter-
rorism cases. 

In essence, prior to September 11th, crimi-
nal and intelligence investigators were at-
tempting to put together a complex jigsaw 
puzzle at separate tables. The Patriot Act 
has fundamentally changed the way we do 
business. Today, those investigators sit at 
the same table and work together on one 
team. They share leads. They fuse informa-
tion. Instead of conducting parallel inves-
tigations, they are fully integrated into one 
joint investigation. 

These Patriot Act changes can di-
rectly be credited with some important 
recent successes in the war on terror. 
For example, in February 2003, Federal 
prosecutors arrested and indicted Sami 
Al-Arian and seven other suspected ter-
rorists. The 50-count indictment indi-
cated that Al-Arian was the financial 
director and the North American lead-
er of Palestinian Islamic Jihad, a ter-
rorist group that has killed more than 
100 people in and around Israel, includ-
ing two Americans. Al-Arian wired 
money to groups in Israel that paid 
money to the families of terrorists who 
carried out suicide bombings. He also 
founded three organizations in Florida 
which, among other things, drafted 
final wills and testaments for suicide 
bombers. 

Incredibly, through much of the 
1990s, Al-Arian was secretly watched by 
two different sets of U.S. investigators. 
The FBI had been conducting a crimi-
nal probe of Al-Arian since 1995. Mean-
while, intelligence agents had mon-
itored Al-Arian since the late 1980s. Be-
cause of pre-Patriot restrictions, the 
two sets of investigators were not able 
to share information and were not 
aware of the full extent of each other’s 
investigations. It was only after the 
FISA Court of Review upheld Patriot 
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Act § 203’s information-sharing provi-
sions in November 2002 that intel-
ligence officials were able to show 
their files to prosecutors. Several 
months after this Patriot provision 
was upheld and made effective, pros-
ecutors arrested and indicted Al-Arian 
and put an end to his activities. 

Of course, the provisions of the Pa-
triot Act subject to the § 224 sunset in-
clude much more than just the three 
provisions that facilitate information 
sharing. Although I will not discuss all 
of those provisions in detail today— 
some of which have never been con-
troversial—I would like to discuss one 
provision that has been a particular 
focus of attacks on the Patriot Act. 

Section 215 of the Patriot Act allows 
the FBI to seek an order for ‘‘the pro-
duction of tangible things (including 
books, records, papers, documents, and 
other items) for an investigation to ob-
tain foreign intelligence information.’’ 
FISA defines ‘‘foreign intelligence’’ as 
information relating to foreign espio-
nage, foreign sabotage, or inter-
national terrorism, or information re-
specting a foreign power that relates to 
U.S. national security or foreign pol-
icy. Thus § 215 cannot be used to inves-
tigate ordinary crimes or even domes-
tic terrorism. And in every case, a § 215 
order must be approved by a judge. 

Alhough § 215 is basically a form of 
subpoena authority, like that allowed 
for numerous other types of investiga-
tion indeed, it is more tightly re-
stricted than other types of subpoenas 
because it must be pre-approved by a 
judge § 215 has been heavily targeted by 
Patriot Act critics. Chief among their 
complaints is that § 215 could be used to 
obtain records from bookstores or li-
braries. Some of these critics have 
even alleged that § 215 would allow the 
FBI to investigate someone simply be-
cause of the books that he borrows 
from a library. 

Section 215 could in fact be used to 
obtain library records, though neither 
§ 215 nor any other provision of the Pa-
triot Act specifically mentions librar-
ies or is directed at libraries. Neverthe-
less, § 215 does authorize court orders to 
produce tangible records—which could 
include library records. 

Where the critics are wrong is in sug-
gesting that a § 215 order could be ob-
tained because of the books that some-
one reads or the websites that he vis-
its. § 215 allows no such thing. Instead, 
§ 215 allows an order to obtain ‘‘tan-
gible things’’ as part of an investiga-
tion to ‘‘obtain foreign intelligence in-
formation’’—information relating to 
foreign espionage or terrorism or relat-
ing to a foreign government or group 
and national security. By requiring a 
judge to approve such an order, § 215 en-
sures that these orders will not be used 
for an improper purpose. And as an 
added protection against abuse, the Pa-
triot Act also requires that the FBI 
‘‘fully inform’’ the House and Senate 
Intelligence Committees on all use of 
§ 215 every six months. These checks 
and safeguards leave FBI agents little 

room for the types of witch hunts that 
Patriot Act critics conjure up. 

Further, it bears mention that fed-
eral investigators already use an au-
thority very similar to § 215 the grand 
jury subpoena—to obtain bookstore 
records. As Deputy AG Comey recently 
emphasized in a letter that he sub-
mitted to the editor of the New York 
Times, ‘‘orders for records under [§ 215] 
are more closely scrutinized and more 
difficult to obtain than ordinary grand 
jury supoenas, which can require pro-
duction of the very same records, but 
without judicial approval.’’ Similarly, 
in a September 11, 2003 editorial, ‘‘Pa-
triot (Act) Games,’’ the Washington 
Post noted that investigative author-
ity to review library records ‘‘existed 
prior to the Patriot Act; the law ex-
tends it to national security investiga-
tions, which isn’t unreasonable.’’ 

Finally, I would emphasize that an 
intelligence or criminal investigation 
may have good and legitimate reasons 
for extending to library or bookstore 
records. For example, in a recent do-
mestic terrorism case, Federal inves-
tigators sought to prove that a sus-
pected bomber had built a particularly 
unusual detonator that had been used 
in several bombings. The investigators 
used a grand-jury subpoena to show 
that the suspect had purchased a book 
giving instructions on how to build 
such a detonator. 

Moreover, we should not forget that 
terrorists and spies historically have 
used libraries to plan and carry out ac-
tivities that threaten U.S. national se-
curity. We know, for example, that 
some terrorists have used computers at 
public libraries to use the internet and 
communicate by email. It would be un-
wise to place libraries and bookstores 
beyond the scope of anti-terror inves-
tigations. 

Andrew McCarthy, a former federal 
prosecutor who led the 1995 terrorism 
case against Sheik Omar Abdel 
Rahman, recently elaborated on this 
point in a November 13, 2003 article in 
National Review Online, ‘‘Patriot Act 
Under Siege’’: 

[H]ard experience—won in the course of a 
string of terrorism trials since 1993—in-
structs us that it would be folly to preclude 
the government a priori from access to any 
broad categories of business record. Reading 
material, we now know, can be highly rel-
evant in terrorism cases. People who build 
bombs tend to have books and pamphlets on 
bomb making. Terrorist leaders often possess 
literature announcing the animating prin-
ciples of their organizations in a tone tai-
lored to potential recruits. This type of evi-
dence is a staple of virtually every terrorism 
investigation—both for what it suggests on 
its face and for the forensic significance of 
whose fingerprints may be on it. No one is 
convicted for having it—jurors are Ameri-
cans too, and they’d not long stand for the 
odious notion that one should be imprisoned 
for the mere act of thinking. 

When a defendant pleads ‘‘not guilty,’’ 
however, he is saying: ‘‘I put the government 
to its proof on every element of the crime, 
including that I acted with criminal pur-
port.’’ Prosecutors must establish beyond a 
reasonable doubt not only that the terrorist 
engaged in acts but did so intending exe-

crable consequences. If an accused says the 
precursor components he covertly amassed 
were for innocent use, is it not relevant that 
he has just borrowed a book that covers ex-
plosives manufacture? If he claims unfamil-
iarity with the tenets of violent jihad, 
should a jury be barred from learning that 
his paws have yellowed numerous publica-
tions on the subject? Such evidence was 
standard fare throughout Janet Reno’s ten-
ure as attorney general—and rightly so. 

In his testimony yesterday, FBI Di-
rector Mueller also described the im-
portance to antiterror investigations of 
some of the other Patriot Act authori-
ties subject to expire under § 224. For 
example, Director Mueller noted that: 

The PATRIOT Act gave federal judges the 
authority to issue search warrants that are 
valid outside the issuing judge’s district in 
terrorism investigations. In the past, a court 
could only issue a search warrant for prem-
ises within the same judicial district—yet 
our investigations of terrorist networks 
often span multiple districts. The PATRIOT 
Act streamlined this process, making it pos-
sible for judges in districts where activities 
related to terrorism may have occurred to 
issue search warrants applicable outside 
their immediate districts. 

In addition, the PATRIOT Act permits 
similar search warrants for electronic evi-
dence such as email. In the past, for exam-
ple, if an Agent in one district needed to ob-
tain a search warrant for a subject’s email 
account, but the Internet service provider 
(ISP) was located in another district, he or 
she would have to contact an AUSA and 
Agent in the second district, brief them on 
the details of the investigation, and ask 
them to appear before a judge to obtain a 
search warrant—simply because the ISP was 
physically based in another district. Thanks 
to the PATRIOT Act, this frustrating and 
time-consuming process can be averted with-
out reducing judicial oversight. Today, a 
judge anywhere in the U.S. can issue a 
search warrant for a subject’s email, no mat-
ter where the ISP is based. 

[Further], the PATRIOT Act updated the 
law to match current technology, so that we 
no longer have to fight a 21st-century battle 
with antiquated weapons. Terrorists exploit 
modern technology such as the Internet and 
cell phones to conduct and conceal their ac-
tivities. The PATRIOT Act leveled the play-
ing field, allowing investigators to adapt to 
modern techniques. For example, the PA-
TRIOT Act clarified our ability to use court- 
ordered pen registers and trap-and-trace de-
vices to track Internet communications. The 
Act also enabled us to seek court-approved 
roving wiretaps, which allow investigators to 
conduct electronic surveillance on a par-
ticular suspect, not a particular telephone 
this allows them to continuously monitor 
subjects without having to return to the 
court. 

All of the authorities described by 
Director Mueller obviously are critical 
to antiterrorism investigations—and 
all will expire next year unless Con-
gress acts to repeal § 224. 

In responding to some of the accusa-
tions of Patriot Act critics, I do not 
mean to dismiss the importance of ei-
ther civil liberties or of independent 
oversight of the federal government. I 
would simply emphasize that the Pa-
triot Act is carefully crafted legisla-
tion that both guarantees protection 
for civil liberties and is subject to 
ample oversight. I would note, in this 
vein, that in a report filed in January 
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2004, Department of Justice Inspector 
General Glenn A. Fine—an appointee of 
President Clinton described the results 
of his investigation of all recent civil- 
rights and civil-liberties complaints re-
ceived by the Justice Department. The 
Inspector General found no incidents in 
which the Patriot Act was used to 
abuse civil rights or civil liberties. 

The Patriot Act’s provisions for inde-
pendent oversight of the new authori-
ties created by the Act were described 
in detail by Deputy AG Comey in his 
April 14, 2004 testimony before the Ju-
diciary Committee. Mr. Comey noted: 

First, the USA PATRIOT Act preserves the 
historic role of courts by ensuring that the 
vital role of judicial oversight is not dimin-
ished. For example, the provision for delayed 
notice for search warrants requires judicial 
approval. In addition, under the Act, inves-
tigators cannot obtain a FISA pen register 
unless they apply for and receive permission 
from federal court. The USA PATRIOT Act 
actually goes farther to protect privacy than 
that Constitution requires, as the Supreme 
Court has long held that law enforcement 
authorities are not constitutionally required 
to obtain court approval before installing a 
pen register. Furthermore, a court order is 
required to compel production of business 
records, in national security investigations. 

Second, the USA PATRIOT Act respects 
important congressional oversight by plac-
ing new reporting requirements on the De-
partment. Every six months, the Attorney 
General is required to report to Congress the 
number of times section 215 has been uti-
lized, as well as to inform Congress con-
cerning all electronic surveillance under the 
Foreign Intelligence Surveillance Act. Under 
section 1001 of the USA PATRIOT Act, Con-
gress receives a semiannual report from the 
Department’s Inspector General detailing 
any abuses of civil rights and civil liberties 
by employees or officials of the Department 
of Justice. It is important to point out that 
in the Inspector General’s most recent report 
to Congress, he reported that his office has 
received no complaints alleging misconduct 
by Department employees related to the use 
of a substantive provision of the USA PA-
TRIOT Act. 

Finally, the USA PATRIOT Act fosters 
public oversight of the Department. In addi-
tion to the role of the Inspector General to 
review complaints alleging abuses of civil 
liberties and civil rights, the Act provides a 
cause of action for individuals aggrieved by 
any willful violation of Title III or certain 
sections of FISA. To date, no civil actions 
have been filed under this provision. 

The United States has had some im-
portant successes in the war on terror 
so far. Worldwide, more than half of al 
Qaeda’s senior leadership has been cap-
tured or killed. More than 3,000 al 
Qaeda operatives have been incapaci-
tated. Within the United States, 4 dif-
ferent terrorist cells have been broken 
up—cells located in Buffalo, Detroit, 
Seattle, and Portland. 284 individuals 
have been criminally charged to date, 
and 149 individuals have been convicted 
or pleaded guilty, including: shoe 
bomber Richard Reid, six members of 
the Buffalo terrorist cell, two members 
of the Detroit cell, Ohio truck driver 
Iyman Faris, and U.S.-born Taliban 
John Walker Lindh. 

Patriot-aided criminal prosecutions 
also have contributed to U.S. intel-
ligence efforts to learn more about ter-

rorist organizations. Facing long pris-
on terms, some apprehended terrorist 
have chosen to cooperate with the U.S. 
government. So far, the Justice De-
partment has obtained plea agreements 
from 15 individuals who are now co-
operating with terror investigations. 
One individual has given the U.S. infor-
mation about weapons stored by ter-
rorists in the United States. Another 
cooperating terrorist has given U.S. in-
vestigators information about loca-
tions in the U.S. that are being scouted 
or cased for potential attacks by al 
Qaeda. 

The Patriot Act has played a major 
role in what U.S. antiterror investiga-
tions have accomplished so far. And it 
is clear that we will continue to need 
the authorities created by the Patriot 
Act into the foreseeable future. For 
these reasons, I am pleased to intro-
duce today with my colleagues a bill to 
repeal § 224 and make the Patriot Act 
permanent. 

I ask unanimous consent that the 
text of the bill be printed in the 
RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

S. 2476 
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. REPEAL OF USA PATRIOT ACT SUN-

SETS. 
Section 224 of the USA PATRIOT Act (18 

U.S.C. 2510 note) is repealed. 

By Mr. REED (for himself, Ms. 
COLLINS, Mr. KENNEDY, and 
Mrs. MURRAY): 

S. 2477. A bill to amend the Higher 
Education Act of 1965 to expand college 
access and increase college persistence, 
to simplify the process of applying for 
student assistance, and for other pur-
poses; to the Committee on Health, 
Education, Labor, and Pensions. 

Mr. REED. Mr. President, I rise 
today to introduce bipartisan legisla-
tion to expand access to college. I am 
pleased to be joined in this effort by 
Senators COLLINS, KENNEDY, and MUR-
RAY. 

In a year in which we are slated to 
reauthorize the Higher Education Act, 
we have had only a few hearings on the 
reauthorization in the HELP Com-
mittee. In these hearings and the dis-
cussions ongoing in the other body, 
there has been scant mention of our in-
sufficient investment in need-based fi-
nancial aid. Instead, the discussions 
have been dominated by proposals that 
will hurt, rather than help, the need-
iest students. 

This is troubling, particularly as 
more and more students are being 
priced out of college, which short-
changes their future and that of our 
nation. Economic security is a neces-
sity not just for the wealthy, but for 
every American. And the key to eco-
nomic security is education. 

An individual’s climb up the eco-
nomic ladder is directly related to the 
amount of education he or she receives. 

Given the strong correlation among 
educational attainment, employment, 
and wages, the cost of not going to col-
lege is just too high. 

Almost a third of the growth in em-
ployment over the next decade is ex-
pected to occur in occupations that re-
quire at least a bachelor’s degree. Col-
lege graduates, on average, earn 60 per-
cent more than high school graduates, 
while an individual with a professional 
degree earns almost four times what a 
high school graduate earns. 

And yet, too many college students 
are under-prepared, underfinanced, and 
overworked. Those who make it 
through are saddled by nearly insur-
mountable loan debt. But many more 
cannot afford the cost of college at all. 

Even though there have been gains 
due to the Higher Education Act, the 
current approach to student aid isn’t 
alleviating the gaps between our lowest 
and highest income students nor is it 
addressing the gaps between the aid 
low-income students receive and the 
actual cost of attendance. 

7 times as many students from high- 
income families 48 percent graduate 
from college by age 24 as students from 
low-income families 7 percent. Low-in-
come, college-qualified high school 
graduates have an annual ‘‘unmet 
need’’ of nearly $4,000 in college ex-
penses. Without drastic increases in 
need-based aid, over the next decade, 
according to a report by the Advisory 
Committee on Student Financial As-
sistance, 4.4 million low- and mod-
erate-income college qualified high 
school graduates will not be able to 
pursue a four year degree full time and 
2 million will not go to college at all. 

A combination of factors has arisen 
to create this unfortunate situation, 
chief among them a decline in the pur-
chasing power of the Pell Grant and 
sharp increases in the cost of college. 

My predecessor, Senator Claiborne 
Pell, established what is now known as 
the Pell Grant in order to ensure high-
er education wasn’t an ‘‘unachievable 
dream.’’ Almost one quarter of under-
graduate students from colleges and 
universities nationwide receive a Pell 
Grant. It is the single largest source of 
grant aid for higher education funded 
by the Federal government. 

Unfortunately, the Pell Grant’s pur-
chasing power has plummeted due to 
the slow growth in funding and the 
rapid rise of college prices. In the late 
70s, the maximum grant covered 77 per-
cent of costs at a public four-year in-
stitution. Today, the maximum Pell 
Grant of $4,050 covers only 41 percent. 

On top of that, an estimated 60 per-
cent of student aid is now in the form 
of loans and 40 percent in grants, a re-
versal of the distribution 20 years ago. 
Indeed, the average graduate has a stu-
dent loan debt of $17,000. Pell Grant re-
cipients, who represent the lowest in-
come sectors of students, graduate 
with an average of $20,000 in student 
loan debt. 
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Over the last ten years, public and 

private 4-year college costs, tuition 
and fees, rose 47 percent and 42 percent, 
respectively, after adjusting for infla-
tion, which is a more rapid growth rate 
than consumer prices. Over the last 
three years, since President Bush en-
tered office, tuition has increased by 28 
percent on average, even after infla-
tion. Students have felt the bite as 
states have drastically cut funding for 
public colleges. 

There is a further convergence of eco-
nomic and demographic factors. In 
2008, the largest number of students in 
our history will graduate from high 
school. A high percentage of these stu-
dents will be from low-income, minor-
ity families, who will need student aid. 
At the same time, our Nation will need 
replacement workers as aging, college- 
educated baby boomers begin to retire 
in increasing numbers. 

This crisis calls out for action. It 
should be a national imperative to en-
sure an educated citizenry and a world 
class workforce. Our Nation cannot af-
ford to lose out on the countless re-
turns from a robust education invest-
ment. 

The legislation we introduce today, 
the ACCESS, Accessing College 
through Comprehensive Early out-
reach, State partnerships, and Sim-
plification, Act, seeks to set our Na-
tion back on the course that Senator 
Pell sought when he authored the 
grants later named after him in 1972. 

The ACCESS Act revitalizes the 
Leveraging Educational Assistance 
Partnership (LEAP) program, which 
was established over thirty years ago 
to encourage States to play a role in 
helping low-income students go to col-
lege. Without this important, although 
extremely modest, Federal incentive, 
many States would never have estab-
lished need-based grant programs and 
many States would not continue to 
maintain such programs. 

Recognizing that LEAP can do even 
more to address the barriers to college 
access and persistence, the ACCESS 
Act forges a new Federal incentive for 
states—via higher levels of Federal 
match—to spur greater investments by 
states, colleges, businesses, and philan-
thropies in need-based grants for low- 
income students. At a time when pub-
lic higher education is bearing the 
brunt of the fiscal crises confronting 
our States, we need to do more to en-
courage States to help low-income stu-
dents attend college. 

We want States to focus their ener-
gies on enhancing coordination and co-
hesion among Federal, State, and local 
programs and efforts of colleges, phi-
lanthropies, and businesses, with the 
goal of generating new investments in 
need-based aid sufficient to provide 
low-income students with an access 
and persistence grant to fill the gap in 
aid they face. All too often successful 
middle school students give up the 
dream of college because they think 
there is no way they can ever afford 
college. The ACCESS Act also requires 

States to notify low-income students 
beginning in middle school of their po-
tential eligibility for student financial 
aid and encourages increased participa-
tion in early intervention, mentoring, 
and outreach programs. 

The legislation is modeled after ini-
tiatives like the Rhode Island Chil-
dren’s Crusade in my home state and 
Indiana’s 21st Century Scholars Pro-
gram. A Lumina Foundation evalua-
tion found that 21st Century Scholars— 
low-income students who receive an 
early notification of assistance, early 
intervention and support, and scholar-
ships equivalent to the cost of in-state 
college tuition—were nearly 5 times 
more likely than non-participants to 
enroll in college. Indeed, successful col-
lege access programs are those that 
offer early intervention and mentoring 
services coupled with early informa-
tion about estimated financial aid 
awards and adequate grant funding to 
make the dream of higher education a 
reality. Students participating in such 
programs are more financially and aca-
demically prepared, and thus more 
likely to enroll in college and persist 
to degree completion. 

Our legislation also simplifies the fi-
nancial aid process for low-income stu-
dents. It allows more students to qual-
ify for an Automatic-Zero Expected 
Family Contribution, aligning its eligi-
bility with the standards for other Fed-
eral means-tested programs, like free 
school lunch, SSI, and Food Stamps. 
Students and families should not have 
to prove over and over again that they 
are low-income, and asking students to 
fill out lengthy forms when they al-
ready meet the eligibility level for Pell 
Grants is a burden we should ease. 

In a similar vein, the legislation es-
tablishes a short, paper FAFSA-EZ ap-
plication form for students qualifying 
for the auto-zero along with a tailored 
web-based system and a free telefile 
system for students without Internet 
access. 

The ACCESS Act also expands col-
lege access for low-income students, in 
part by prohibiting a qualified edu-
cation benefit, like education savings 
plans, from being considered as a stu-
dent asset and by reducing the work 
penalty. The current income protection 
allowance levels are unrealistically 
low, creating a disincentive for stu-
dents who work in order to pay college 
costs. I look forward to receiving fur-
ther information on this and other 
problems addressed in the legislation 
when the Advisory Committee on Stu-
dent Financial Assistance completes 
work on the congressionally mandated 
financial aid simplification study later 
this year. 

We must act on this legislation and 
others to make sure that every student 
who works hard and plays by the rules 
gets the opportunity to live the Amer-
ican Dream. 

I was pleased to work with the Advi-
sory Committee on Student Financial 
Assistance, and a host of other higher 
education organizations and charitable 

foundations, including Scholarship 
America, on this legislation. I am also 
pleased that this legislation has the 
support of a range of higher education 
and student groups, including the 
American Association of Community 
Colleges, the American Association of 
State Colleges and Universities, the 
American Council on Education, the 
Association of American Universities, 
the Association of Jesuit Colleges and 
Universities, the Center for Law and 
Social Policy, the Council for Oppor-
tunity in Education, National Associa-
tion for College Admission Counseling, 
the National Association of Inde-
pendent Colleges and Universities, Na-
tional Association of State Student 
Grant and Aid Programs, the National 
Association of State Universities and 
Land-Grant Colleges, the National As-
sociation of Student Financial Aid Ad-
ministrators, the United Negro College 
Fund, and the United States Student 
Association. 

I urge my colleagues to cosponsor 
this important legislation and work for 
its inclusion in the upcoming reauthor-
ization of the Higher Education Act. 

I ask unanimous consent that the 
text of this legislation be printed in 
the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

S. 2477 
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Accessing 
College through Comprehensive Early Out-
reach, State Partnerships, and Simplifica-
tion Act’’. 
SEC. 2. GRANTS FOR ACCESS AND PERSISTENCE. 

(a) AUTHORIZATION OF APPROPRIATIONS.— 
Section 415A(b) of the Higher Education Act 
of 1965 (20 U.S.C. 1070c(b)) is amended by 
striking paragraphs (1) and (2) and inserting 
the following: 

‘‘(1) IN GENERAL.—There are authorized to 
be appropriated to carry out this subpart 
$500,000,000 for fiscal year 2005, and such sums 
as may be necessary for each of the 5 suc-
ceeding fiscal years. 

‘‘(2) RESERVATION.—For any fiscal year for 
which the amount appropriated under para-
graph (1) exceeds $30,000,000, the excess 
amount shall be available to carry out sec-
tion 415E.’’. 

(b) APPLICATIONS FOR LEVERAGING EDU-
CATIONAL ASSISTANCE PARTNERSHIP PRO-
GRAMS.—Section 415C(b) of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1070c–2(b)) is 
amended— 

(1) in paragraph (2), by striking ‘‘$5,000’’ 
and inserting ‘‘$12,500’’; 

(2) in paragraph (9), by striking ‘‘and’’ 
after the semicolon; 

(3) in paragraph (10), by striking the period 
at the end and inserting ‘‘; and’’; and 

(4) by adding at the end the following: 
‘‘(11) provides notification to eligible stu-

dents that such grants are— 
‘‘(A) Leveraging Educational Assistance 

Partnership Grants; and 
‘‘(B) funded by the Federal Government 

and the State.’’. 
(c) GRANTS FOR ACCESS AND PERSISTENCE.— 

Section 415E of the Higher Education Act of 
1965 (20 U.S.C. 1070c–3a) is amended to read as 
follows: 
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‘‘SEC. 415E. GRANTS FOR ACCESS AND PERSIST-

ENCE. 
‘‘(a) PURPOSE.—It is the purpose of this 

section to expand college access and increase 
college persistence by making allotments to 
States to enable the States to— 

‘‘(1) expand and enhance partnerships with 
institutions of higher education, early infor-
mation and intervention, mentoring, or out-
reach programs, private corporations, phil-
anthropic organizations, and other inter-
ested parties to carry out activities under 
this section and to provide coordination and 
cohesion among Federal, State, and local 
governmental and private efforts that pro-
vide financial assistance to help low-income 
students attend college; 

‘‘(2) provide need-based access and persist-
ence grants to eligible low-income students; 

‘‘(3) provide early notification to low-in-
come students of their eligibility for finan-
cial aid; and 

‘‘(4) encourage increased participation in 
early information and intervention, men-
toring, or outreach programs. 

‘‘(b) ALLOTMENTS TO STATES.— 
‘‘(1) IN GENERAL.— 
‘‘(A) AUTHORIZATION.—From sums reserved 

under section 415A(b)(2) for each fiscal year, 
the Secretary shall make an allotment to 
each State that submits an application for 
an allotment in accordance with subsection 
(c) to enable the State to pay the Federal 
share of the cost of carrying out the activi-
ties under subsection (d). 

‘‘(B) DETERMINATION OF ALLOTMENT.—In 
making allotments under subparagraph (A), 
the Secretary shall consider the following: 

‘‘(i) CONTINUATION OF AWARD.—If a State 
continues to meet the specifications estab-
lished in its application under subsection (c), 
the Secretary shall make an allotment to 
such State that is not less than the allot-
ment made to such State for the previous fis-
cal year. 

‘‘(ii) PRIORITY.—The Secretary shall give 
priority in making allotments to States that 
meet the requirements under paragraph 
(2)(B)(iii). 

‘‘(2) FEDERAL SHARE.— 
‘‘(A) IN GENERAL.—The Federal share of the 

cost of carrying out the activities under sub-
section (d) for any fiscal year may not ex-
ceed 66.66 percent. 

‘‘(B) DIFFERENT PERCENTAGES.—The Fed-
eral share under this section shall be deter-
mined in accordance with the following: 

‘‘(i) If a State applies for an allotment 
under this section in partnership with any 
number of degree granting institutions of 
higher education in the State whose com-
bined full-time enrollment represents less 
than a majority of all students attending in-
stitutions of higher education in the State, 
then the Federal share of the cost of car-
rying out the activities under subsection (d) 
shall be equal to 50 percent. 

‘‘(ii) If a State applies for an allotment 
under this section in partnership with any 
number of degree granting institutions of 
higher education in the State whose com-
bined full-time enrollment represents less 
than a majority of all students attending in-
stitutions of higher education in the State, 
and philanthropic organizations that are lo-
cated in, or who provide funding in, the 
State or private corporations that are lo-
cated in, or who do business in, the State, 
then the Federal share of the cost of car-
rying out the activities under subsection (d) 
shall be equal to 57 percent. 

‘‘(iii) If a State applies for an allotment 
under this section in partnership with any 
number of degree granting institutions of 
higher education in the State whose com-
bined full-time enrollment represents a ma-
jority of all students attending institutions 
of higher education in the State, philan-

thropic organizations that are located in, or 
who provide funding in, the State, and pri-
vate corporations that are located in, or who 
do business in, the State, then the Federal 
share of the cost of carrying out the activi-
ties under subsection (d) shall be equal to 
66.66 percent. 

‘‘(c) APPLICATION FOR ALLOTMENT.— 
‘‘(1) IN GENERAL.— 
‘‘(A) SUBMISSION.—A State that desires to 

receive an allotment under this section shall 
submit an application to the Secretary at 
such time, in such manner, and containing 
such information as the Secretary may re-
quire. 

‘‘(B) CONTENT.—An application submitted 
under subparagraph (A) shall include the fol-
lowing: 

‘‘(i) A description of the State’s plan for 
using the allotted funds. 

‘‘(ii) Assurances that the State will provide 
matching funds, from State, institutional, 
philanthropic, or private funds, of not less 
than 33.33 percent of the cost of carrying out 
the activities under subsection (d). The State 
shall specify the methods by which matching 
funds will be paid and include provisions de-
signed to ensure that funds provided under 
this section will be used to supplement, and 
not supplant, Federal and non-Federal funds 
available for carrying out the activities 
under this title. A State that uses non-Fed-
eral funds to create or expand existing part-
nerships with nonprofit organizations or 
community-based organizations in which 
such organizations match State funds for 
student scholarships, may apply such match-
ing funds from such organizations toward 
fulfilling the State’s matching obligation 
under this clause. 

‘‘(iii) Assurances that early information 
and intervention, mentoring, or outreach 
programs exist within the State or that 
there is a plan to make such programs wide-
ly available. 

‘‘(iv) A description of the organizational 
structure that the State has in place to ad-
minister the activities under subsection (d), 
including a description of the system the 
State will use to track the participation of 
students who receive grants under this sec-
tion to degree completion. 

‘‘(v) Assurances that the State has a meth-
od in place, such as acceptance of the auto-
matic zero expected family contribution de-
termination described in section 479, to iden-
tify eligible low-income students and award 
State grant aid to such students. 

‘‘(vi) Assurances that the State will pro-
vide notification to eligible low-income stu-
dents that grants under this section are— 

‘‘(I) Leveraging Educational Assistance 
Partnership Grants; and 

‘‘(II) funded by the Federal Government 
and the State. 

‘‘(2) STATE AGENCY.—The State agency that 
submits an application for a State under sec-
tion 415C(a) shall be the same State agency 
that submits an application under paragraph 
(1) for such State. 

‘‘(3) PARTNERSHIP.— 
‘‘(A) MANDATORY PARTNERS.—In applying 

for an allotment under this section, the 
State agency shall apply for the allotment in 
partnership with— 

‘‘(i) not less than 1 public and 1 private de-
gree granting institution of higher education 
that are located in the State; and 

‘‘(ii) new or existing early information and 
intervention, mentoring, or outreach pro-
grams located in the State. 

‘‘(B) PERMISSIVE PARTNERS.—In addition to 
applying for an allotment under this section 
in partnership with degree granting institu-
tions of higher education and early informa-
tion and intervention, mentoring, or out-
reach programs, a State agency may also 
apply in partnership with philanthropic or-

ganizations that are located in, or who pro-
vide funding in, the State and private cor-
porations that are located in, or who do busi-
ness in, the State. 

‘‘(C) ROLES OF PARTNERS.— 
‘‘(i) STATE AGENCY.—A State agency that is 

in a partnership receiving an allotment 
under this section— 

‘‘(I) shall— 
‘‘(aa) serve as the primary administrative 

unit for the partnership; 
‘‘(bb) provide or coordinate matching 

funds, and coordinate activities among part-
ners; 

‘‘(cc) encourage each institution of higher 
education in the State to participate in the 
partnership; 

‘‘(dd) make determinations and early noti-
fications of assistance as described under 
subsection (d)(2); and 

‘‘(ee) annually report to the Secretary on 
the partnership’s progress in meeting the 
purpose of this section; and 

‘‘(II) may provide early information and 
intervention, mentoring, or outreach pro-
grams. 

‘‘(ii) DEGREE GRANTING INSTITUTIONS OF 
HIGHER EDUCATION.—A degree granting insti-
tution of higher education that is in a part-
nership receiving an allotment under this 
section— 

‘‘(I) shall— 
‘‘(aa) recruit and admit participating 

qualified students and provide such addi-
tional institutional grant aid to partici-
pating students as agreed to with the State 
agency; 

‘‘(bb) provide support services to students 
who receive an access and persistence grant 
under this section and are enrolled at such 
institution; and 

‘‘(cc) assist the State in the identification 
of eligible students and the dissemination of 
early notifications of assistance as agreed to 
with the State agency; and 

‘‘(II) may provide funding for early infor-
mation and intervention, mentoring, or out-
reach programs or provide such services di-
rectly. 

‘‘(iii) PROGRAMS.—An early information 
and intervention, mentoring, or outreach 
program that is in a partnership receiving an 
allotment under this section shall provide di-
rect services, support, and information to 
participating students. 

‘‘(iv) PERMISSIVE PARTNERS.—A philan-
thropic organization or private corporation 
that is in a partnership receiving an allot-
ment under this section shall provide funds 
for access and persistence grants for partici-
pating students, or provide funds or support 
for early information and intervention, men-
toring, or outreach programs. 

‘‘(d) AUTHORIZED ACTIVITIES.— 
‘‘(1) IN GENERAL.— 
‘‘(A) ESTABLISHMENT OF PARTNERSHIP.— 

Each State receiving an allotment under this 
section shall use the funds to establish a 
partnership to award access and persistence 
grants to eligible low-income students in 
order to increase the amount of financial as-
sistance such students receive under this 
subpart for undergraduate education ex-
penses. 

‘‘(B) AMOUNT.— 
‘‘(i) PARTNERSHIPS WITH INSTITUTIONS SERV-

ING LESS THAN A MAJORITY OF STUDENTS IN 
THE STATE.— 

‘‘(I) IN GENERAL.—In the case where a State 
receiving an allotment under this section is 
in a partnership described in clause (i) or (ii) 
of subsection (b)(2)(B), the amount of an ac-
cess and persistence grant awarded by such 
State shall be not less than the amount that 
is equal to the average undergraduate tui-
tion and mandatory fees at 4-year public in-
stitutions of higher education in the State 
where the student resides (less any other 
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Federal or State sponsored grant amount, 
college work study amount, and scholarship 
amount received by the student) and such 
amount shall be used toward the cost of at-
tendance at an institution of higher edu-
cation, located in the State, that is a partner 
in the partnership. 

‘‘(II) COST OF ATTENDANCE.—A State that 
has a program, apart from the partnership 
under this section, of providing eligible low- 
income students with grants that are equal 
to the average undergraduate tuition and 
mandatory fees at 4-year public institutions 
of higher education in the State, may in-
crease the amount of access and persistence 
grants awarded by such State up to an 
amount that is equal to the average cost of 
attendance at 4-year public institutions of 
higher education in the State (less any other 
Federal or State sponsored grant amount, 
college work study amount, and scholarship 
amount received by the student). 

‘‘(ii) PARTNERSHIP WITH INSTITUTIONS SERV-
ING THE MAJORITY OF STUDENTS IN THE 
STATE.—In the case where a State receiving 
an allotment under this section is in a part-
nership described in subsection (b)(2)(B)(iii), 
the amount of an access and persistence 
grant awarded by such State shall be up to 
an amount that is equal to the average cost 
of attendance at 4-year public institutions of 
higher education in the State where the stu-
dent resides (less any other Federal or State 
sponsored grant amount, college work study 
amount, and scholarship amount received by 
the student) and such amount shall be used 
by the student to attend an institution of 
higher education, located in the State, that 
is a partner in the partnership. 

‘‘(2) EARLY NOTIFICATION.— 
‘‘(A) IN GENERAL.—Each State receiving an 

allotment under this section shall annually 
notify low-income students, such as students 
who are eligible to receive a free lunch under 
the school lunch program established under 
the Richard B. Russell National School 
Lunch Act, in grade 7 through grade 12 in the 
State of their potential eligibility for stu-
dent financial assistance, including an ac-
cess and persistence grant, to attend an in-
stitution of higher education. 

‘‘(B) CONTENT OF NOTICE.—The notification 
under subparagraph (A)— 

‘‘(i) shall include— 
‘‘(I) information about early information 

and intervention, mentoring, or outreach 
programs available to the student; 

‘‘(II) information that a student’s can-
didacy for an access and persistence grant is 
enhanced through participation in an early 
information and intervention, mentoring, or 
outreach program; 

‘‘(III) an explanation that student and fam-
ily eligibility and participation in other Fed-
eral means-tested programs may indicate 
eligibility for an access and persistence 
grant and other student aid programs; 

‘‘(IV) a nonbinding estimation of the total 
amount of financial aid a low-income stu-
dent with a similar income level may expect 
to receive, including an estimation of the 
amount of an access and persistence grant 
and an estimation of the amount of grants, 
loans, and all other available types of aid 
from the major Federal and State financial 
aid programs; 

‘‘(V) an explanation that in order to be eli-
gible for an access and persistence grant, at 
a minimum, a student shall meet the re-
quirement under paragraph (3), graduate 
from secondary school, and enroll at an in-
stitution of higher education that is a part-
ner in the partnership; 

‘‘(VI) information on any additional re-
quirements (such as a student pledge detail-
ing student responsibilities) that the State 
may impose for receipt of an access and per-
sistence grant under this section; and 

‘‘(VII) instructions on how to apply for an 
access and persistence grant; and 

‘‘(ii) may include a disclaimer that access 
and persistence grant awards are contingent 
upon— 

‘‘(I) a determination of the student’s finan-
cial eligibility at the time of the student’s 
enrollment at an institution of higher edu-
cation that is a partner in the partnership; 

‘‘(II) annual Federal and State appropria-
tions; and 

‘‘(III) other aid received by the student at 
the time of the student’s enrollment at an 
institution of higher education that is a 
partner in the partnership. 

‘‘(3) ELIGIBILITY.—In determining which 
students are eligible to receive access and 
persistence grants, the State shall ensure 
that each such student meets not less than 2 
of the following criteria and give priority to 
students meeting all of the following cri-
teria: 

‘‘(A) Has an expected family contribution 
equal to zero (as described in section 479) or 
a comparable alternative based upon the 
State’s approved criteria in section 
415C(b)(4). 

‘‘(B) Is participating in, or has participated 
in, a Federal, State, institutional, or com-
munity early information and intervention, 
mentoring, or outreach program, as recog-
nized by the State agency administering ac-
tivities under this section. 

‘‘(C) Has qualified for a free lunch, or at 
the State’s discretion a reduced price lunch, 
under the school lunch program established 
under the Richard B. Russell National 
School Lunch Act. 

‘‘(D) Qualifies for the State’s maximum un-
dergraduate award, as authorized under sec-
tion 415C(b). 

‘‘(E) Receives, or has received, an access 
and persistence grant under this section. 

‘‘(4) GRANT AWARD.—Once a student, in-
cluding those who have received early notifi-
cation under paragraph (2) from the State, 
applies for admission to an institution that 
is a partner in the partnership, files a Free 
Application for Federal Student Aid and any 
related existing State form, and is deter-
mined eligible by the State under paragraph 
(3), the State shall— 

‘‘(A) issue the student a preliminary access 
and persistence grant award certificate with 
tentative award amounts; and 

‘‘(B) inform the student that payment of 
the access and persistence grant award 
amounts is subject to certification of enroll-
ment and award eligibility by the institution 
of higher education. 

‘‘(5) DURATION OF AWARD.—An eligible stu-
dent that receives an access and persistence 
grant under this section shall receive such 
grant award for each year of such student’s 
undergraduate education in which the stu-
dent remains eligible for assistance under 
this title, including pursuant to section 
484(c), and remains financially eligible as de-
termined by the State, except that the State 
may impose reasonable time limits to bacca-
laureate degree completion. 

‘‘(e) ADMINISTRATIVE COST ALLOWANCE.—A 
State that receives an allotment under this 
section may reserve not more than 3.5 per-
cent of the funds made available annually 
through the allotment for State administra-
tive functions required to carry out this sec-
tion. 

‘‘(f) STATUTORY AND REGULATORY RELIEF 
FOR INSTITUTIONS OF HIGHER EDUCATION.— 
The Secretary may grant, upon the request 
of an institution of higher education that is 
in a partnership described in subsection 
(b)(2)(B)(iii) and that receives an allotment 
under this section, a waiver for such institu-
tion from statutory or regulatory require-
ments that inhibit the ability of the institu-

tion to successfully and efficiently partici-
pate in the activities of the partnership. 

‘‘(g) APPLICABILITY RULE.—The provisions 
of this subpart which are not inconsistent 
with this section shall apply to the program 
authorized by this section. 

‘‘(h) MAINTENANCE OF EFFORT REQUIRE-
MENT.—Each State receiving an allotment 
under this section for a fiscal year shall pro-
vide the Secretary an assurance that the ag-
gregate amount expended per student or the 
aggregate expenditures by the State, from 
funds derived from non-Federal sources, for 
the authorized activities described in sub-
section (d) for the preceding fiscal year were 
not less than the amount expended per stu-
dent or the aggregate expenditure by the 
State for the activities for the second pre-
ceding fiscal year. 

‘‘(i) REPORTS.—Not later than 3 years after 
the date of enactment of the Accessing Col-
lege through Comprehensive Early Outreach, 
State Partnerships, and Simplification Act, 
and annually thereafter, the Secretary shall 
submit a report describing the activities and 
the impact of the partnerships under this 
section to the Committee on Health, Edu-
cation, Labor, and Pensions of the Senate 
and the Committee on Education and the 
Workforce of the House of Representatives.’’. 

(d) CONTINUATION AND TRANSITION.—During 
the 2-year period commencing on the date of 
enactment of this Act, the Secretary shall 
continue to award grants under section 415E 
of the Higher Education Act of 1965 (20 U.S.C. 
1070c–3a), as such section existed on the day 
before the date of enactment of this Act, to 
States that choose to apply for grants under 
such predecessor section. 

(e) IMPLEMENTATION AND EVALUATION.— 
Section 491(j) of the Higher Education Act of 
1965 (20 U.S.C. 1098(j)) is amended— 

(1) in paragraph (4), by striking ‘‘and’’ 
after the semicolon; and 

(2) by striking paragraph (5) and inserting 
the following: 

‘‘(5) not later than 6 months after the date 
of enactment of the Accessing College 
through Comprehensive Early Outreach, 
State Partnerships, and Simplification Act, 
advise the Secretary on means to implement 
the activities under section 415E, and the Ad-
visory Committee shall continue to monitor, 
evaluate, and make recommendations on the 
progress of partnerships that receive allot-
ments under such section; and’’. 
SEC. 3. SIMPLIFIED NEEDS TEST AND AUTO-

MATIC ZERO IMPROVEMENTS. 
(a) SIMPLIFIED NEEDS TEST.—Section 479 of 

the Higher Education Act of 1965 (20 U.S.C. 
1087ss) is amended— 

(1) in subsection (b)— 
(A) in paragraph (1)— 
(i) by striking subparagraph (A)(i) and in-

serting the following: 
‘‘(i) the student’s parents— 
‘‘(I) file, or are eligible to file, a form de-

scribed in paragraph (3); 
‘‘(II) certify that they are not required to 

file an income tax return; 
‘‘(III) 1 of whom is a dislocated worker; or 
‘‘(IV) or the student received benefits at 

some time during the previous 24-month pe-
riod under a means-tested Federal benefit 
program as defined under subsection (d); 
and’’; and 

(ii) by striking subparagraph (B)(i) and in-
serting the following: 

‘‘(i) the student (and the student’s spouse, 
if any)— 

‘‘(I) files, or is eligible to file, a form de-
scribed in paragraph (3); 

‘‘(II) certifies that the student (and the 
student’s spouse, if any) is not required to 
file an income tax return; 

‘‘(III) is a dislocated worker; or 
‘‘(IV) received benefits at some time dur-

ing the previous 24-month period under a 
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means-tested Federal benefit program as de-
fined under subsection (d); and’’; and 

(B) in paragraph (3), by striking ‘‘A stu-
dent or family files a form described in this 
subsection, or subsection (c), as the case may 
be, if the student or family, respectively, 
files’’ and inserting ‘‘In the case of an inde-
pendent student, the student, or in the case 
of a dependent student, the family, files a 
form described in this subsection, or sub-
section (c), as the case may be, if the student 
or family, as appropriate, files’’; 

(2) in subsection (c)— 
(A) in paragraph (1)— 
(i) by striking subparagraph (A) and insert-

ing the following: 
‘‘(A) the student’s parents— 
‘‘(i) file, or are eligible to file, a form de-

scribed in subsection (b)(3); 
‘‘(ii) certify that they are not required to 

file an income tax return; 
‘‘(iii) 1 of whom is a dislocated worker; or 
‘‘(iv) or the student received benefits at 

some time during the previous 24-month pe-
riod under a means-tested Federal benefit 
program as defined under subsection (d); 
and’’; and 

(ii) by striking subparagraph (B) and in-
serting the following: 

‘‘(B) the sum of the adjusted gross income 
of the parents is less than or equal to $25,000; 
or’’; 

(B) in paragraph (2)— 
(i) by striking subparagraph (A) and insert-

ing the following: 
‘‘(A) the student (and the student’s spouse, 

if any)— 
‘‘(i) files, or is eligible to file, a form de-

scribed in subsection (b)(3); 
‘‘(ii) certifies that the student (and the 

student’s spouse, if any) is not required to 
file an income tax return; 

‘‘(iii) is a dislocated worker; or 
‘‘(iv) received benefits at some time during 

the previous 24-month period under a means- 
tested Federal benefit program as defined 
under subsection (d); and’’; and 

(ii) by striking subparagraph (B) and in-
serting the following: 

‘‘(B) the sum of the adjusted gross income 
of the student and spouse (if appropriate) is 
less than or equal to $25,000.’’; and 

(C) by striking the flush matter at the end 
and inserting the following: 

‘‘The Secretary shall annually adjust the in-
come level necessary to qualify an applicant 
for the zero expected family contribution. 
The income level shall be adjusted according 
to increases in the Consumer Price Index, as 
defined in section 478(f).’’; and 

(3) by adding at the end the following: 
‘‘(d) DEFINITIONS.—In this section: 
‘‘(1) DISLOCATED WORKER.—The term ‘dis-

located worker’ has the same meaning given 
the term in section 101 of the Workforce In-
vestment Act of 1998 (29 U.S.C. 2801). 

‘‘(2) MEANS-TESTED FEDERAL BENEFIT PRO-
GRAM.—The term ‘means-tested Federal ben-
efit program’ means a mandatory spending 
program of the Federal Government in which 
eligibility for the program’s benefits, or the 
amount of such benefits, or both, are deter-
mined on the basis of income or resources of 
the individual or family seeking the benefit, 
and includes the supplemental security in-
come program under title XVI of the Social 
Security Act, the food stamp program under 
the Food Stamp Act of 1977, and the free and 
reduced price school lunch program estab-
lished under the Richard B. Russell National 
School Lunch Act.’’. 

(b) DISCRETION OF STUDENT FINANCIAL AID 
ADMINISTRATORS.—Section 479A(a) of the 
Higher Education Act of 1965 (20 U.S.C. 
1087tt(a)) is amended in the third sentence by 
inserting ‘‘a family member who is a dis-
located worker (as defined in section 101 of 

the Workforce Investment Act of 1998 (29 
U.S.C. 2801)),’’ after ‘‘recent unemployment 
of a family member,’’. 
SEC. 4. IMPROVING PAPER AND ELECTRONIC 

FORMS. 

(a) SIMPLIFIED NEEDS TEST.—Section 479(a) 
of the Higher Education Act of 1965 (20 U.S.C. 
1087ss(a)) is amended by adding at the end 
the following: 

‘‘(3) SIMPLIFIED FORMS.—The Secretary 
shall make special efforts to notify families 
meeting the requirements of subsection (c) 
that such families may use the FAFSA–EZ 
or the simplified electronic application form 
established under section 483(a).’’. 

(b) COMMON FINANCIAL AID FORM DEVELOP-
MENT AND PROCESSING.—Section 483 of the 
Higher Education Act of 1965 (20 U.S.C. 1090) 
is amended— 

(1) in subsection (a)— 
(A) by striking paragraphs (1), (2), and (5); 
(B) by redesignating paragraphs (3), (4), (6), 

and (7), as paragraphs (7), (8), (9), and (10), re-
spectively; 

(C) by inserting before paragraph (7), as re-
designated by subparagraph (B), the fol-
lowing: 

‘‘(1) IN GENERAL.—The Secretary, in co-
operation with representatives of agencies 
and organizations involved in student finan-
cial assistance, shall produce, distribute, and 
process free of charge common financial re-
porting forms as described in this subsection 
to be used for application and reapplication 
to determine the need and eligibility of a 
student for financial assistance under parts 
A through E (other than subpart 4 of part A). 
These forms shall be made available to appli-
cants in both paper and electronic formats 
and shall be referred to as the ‘Free Applica-
tion for Federal Student Aid’. 

‘‘(2) PAPER FORMAT.— 
‘‘(A) IN GENERAL.—The Secretary shall 

produce, distribute, and process common 
forms in paper format to meet the require-
ments of paragraph (1). The Secretary shall 
develop a common paper form for applicants 
who do not meet the requirements of sub-
paragraph (B). 

‘‘(B) FAFSA-EZ.— 
‘‘(i) IN GENERAL.—The Secretary shall de-

velop and use a simplified paper application 
form, to be known as the ‘FAFSA–EZ’, to be 
used for applicants meeting the require-
ments of section 479(c). 

‘‘(ii) REDUCED DATA REQUIREMENTS.—The 
FAFSA–EZ shall permit an applicant to sub-
mit for financial assistance purposes, only 
the data elements required to make a deter-
mination of whether the applicant meets the 
requirements under section 479(c). 

‘‘(iii) STATE DATA.—The Secretary shall in-
clude on the FAFSA–EZ space for informa-
tion that needs to be submitted from the ap-
plicant to be eligible for State financial as-
sistance, as provided under paragraph (5), ex-
cept the Secretary shall not include a 
State’s data if that State does not permit its 
applicants for State assistance to use the 
FAFSA–EZ. 

‘‘(iv) FREE AVAILABILITY AND PROCESSING.— 
The provisions of paragraph (6) shall apply to 
the FAFSA–EZ, and the data collected by 
means of the FAFSA–EZ shall be available 
to institutions of higher education, guaranty 
agencies, and States in accordance with 
paragraph (7). 

‘‘(v) TESTING.—The Secretary shall conduct 
appropriate field testing on the FAFSA–EZ. 

‘‘(C) PHASING OUT THE PAPER FORM FOR STU-
DENTS WHO DO NOT MEET THE REQUIREMENTS 
OF THE AUTOMATIC ZERO EXPECTED FAMILY 
CONTRIBUTION.— 

‘‘(i) IN GENERAL.—The Secretary shall 
make all efforts to encourage all applicants 
to utilize the electronic forms described in 
paragraph (3). 

‘‘(ii) PHASEOUT OF FULL FAFSA.—Not later 
than award year 2009–2010, the Secretary 
shall phaseout the long paper form for appli-
cants who do not qualify for the FAFSA–EZ. 

‘‘(iii) USE OF SAVINGS TO ADDRESS THE DIG-
ITAL DIVIDE.—The Secretary shall utilize sav-
ings accrued by moving more applicants to 
the electronic forms to improve access to the 
electronic forms for applicants meeting the 
requirements of section 479(c). 

‘‘(3) ELECTRONIC FORMAT.— 
‘‘(A) IN GENERAL.—The Secretary shall 

produce, distribute, and process common 
forms in electronic format to meet the re-
quirements of paragraph (1). The Secretary 
shall develop a common electronic form for 
applicants who do not meet the requirements 
of subparagraph (B). 

‘‘(B) SIMPLIFIED APPLICATION: FAFSA ON THE 
WEB.— 

‘‘(i) IN GENERAL.—The Secretary shall de-
velop and use a simplified electronic applica-
tion form to be used by applicants meeting 
the requirements under subsection (b) or (c) 
of section 479. 

‘‘(ii) REDUCED DATA REQUIREMENTS.—The 
simplified electronic application form shall 
permit an applicant to submit for financial 
assistance purposes, only the data elements 
required to make a determination of whether 
the applicant meets the requirements under 
subsection (b) or (c) of section 479. 

‘‘(iii) STATE DATA.—The Secretary shall in-
clude on the simplified electronic applica-
tion form space for information that needs 
to be submitted from the applicant to be eli-
gible for State financial assistance, as pro-
vided under paragraph (5), except the Sec-
retary shall not include a State’s data if that 
State does not permit its applicants for 
State assistance to use the simplified elec-
tronic application form. 

‘‘(iv) FREE AVAILABILITY AND PROCESSING.— 
The provisions of paragraph (6) shall apply to 
the simplified electronic application form, 
and the data collected by means of the sim-
plified electronic application form shall be 
available to institutions of higher education, 
guaranty agencies, and States in accordance 
with paragraph (7). 

‘‘(v) TESTING.—The Secretary shall conduct 
appropriate field testing on the form devel-
oped under this subparagraph. 

‘‘(C) RULE OF CONSTRUCTION.—Nothing in 
this subsection shall be construed to prohibit 
the use of the form developed by the Sec-
retary pursuant to this paragraph by an eli-
gible institution, eligible lender, guaranty 
agency, State grant agency, private com-
puter software providers, a consortium 
thereof, or such other entities as the Sec-
retary may designate. 

‘‘(D) PRIVACY.—The Secretary shall ensure 
that data collection under this paragraph 
complies with section 552a of title 5, United 
States Code, and that any entity using the 
electronic version of the forms developed by 
the Secretary pursuant to this paragraph 
shall maintain reasonable and appropriate 
administrative, technical, and physical safe-
guards to ensure the integrity and confiden-
tiality of the information, and to protect 
against security threats, or unauthorized 
uses or disclosures of the information pro-
vided on the electronic version of the form. 
Data collected by such electronic version of 
the form shall be used only for the applica-
tion, award, and administration of aid 
awarded under this title, State aid, or aid 
awarded by eligible institutions or such enti-
ties as the Secretary may designate. No data 
collected by such electronic version of the 
form shall be used for making final aid 
awards under this title until such data have 
been processed by the Secretary or a con-
tractor or designee of the Secretary, except 
as may be permitted under this title. 
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‘‘(E) SIGNATURE.—Notwithstanding any 

other provision of this Act, the Secretary 
may permit an electronic form to be sub-
mitted without a signature, if a signature is 
subsequently submitted by the applicant. 

‘‘(F) PERSONAL IDENTIFICATION NUMBERS AU-
THORIZED.—The Secretary is authorized to 
assign to applicants personal identification 
numbers— 

‘‘(i) to enable the applicants to use such 
numbers in lieu of a signature for purposes of 
completing a form under this paragraph; and 

‘‘(ii) for any purpose determined by the 
Secretary to enable the Secretary to carry 
out this title. 

‘‘(4) REAPPLICATION.— 
‘‘(A) IN GENERAL.—The Secretary shall de-

velop streamlined reapplication forms and 
processes, including both paper and elec-
tronic reapplication processes, consistent 
with the requirements of this subsection, for 
an applicant who applies for financial assist-
ance under this title in the next succeeding 
academic year subsequent to the year in 
which such applicant first applied for finan-
cial assistance under this title. 

‘‘(B) UPDATED.—The Secretary shall deter-
mine, in cooperation with States, institu-
tions of higher education, agencies and orga-
nizations involved in student financial as-
sistance, the data elements that can be up-
dated from the previous academic year’s ap-
plication. 

‘‘(C) RULE OF CONSTRUCTION.—Nothing in 
this title shall be construed as limiting the 
authority of the Secretary to reduce the 
number of data elements required of re-
applicants. 

‘‘(D) ZERO FAMILY CONTRIBUTION.—Appli-
cants determined to have a zero family con-
tribution pursuant to section 479(c) shall not 
be required to provide any financial data in 
a reapplication form, except that which is 
necessary to determine eligibility under 
such section. 

‘‘(5) STATE REQUIREMENTS.— 
‘‘(A) IN GENERAL.—The Secretary shall in-

clude on the forms developed under this sub-
section, such State-specific nonfinancial 
data items as the Secretary determines are 
necessary to meet State requirements for 
need-based State aid. Such items shall be se-
lected in consultation with States to assist 
in the awarding of State financial assistance 
in accordance with the terms of this sub-
section. The number of such data items shall 
not be less than the number included on the 
form on October 7, 1998, unless States notify 
the Secretary that they no longer require 
those data items for the distribution of State 
need-based aid. 

‘‘(B) ANNUAL REVIEW.—The Secretary shall 
conduct an annual review process to deter-
mine which nonfinancial data items the 
States require to award need-based State aid 
and other application requirements that the 
States may impose. 

‘‘(C) FEDERAL REGISTER NOTICE.—The Sec-
retary shall publish on an annual basis a no-
tice in the Federal Register requiring State 
agencies to inform the Secretary— 

‘‘(i) if they are unable to permit applicants 
to utilize the FAFSA–EZ or the simplified 
electronic application form; and 

‘‘(ii) of the State-specific nonfinancial data 
that the State agency requires for delivery 
of State need-based financial aid. 

‘‘(D) STATE NOTIFICATION TO THE SEC-
RETARY.— 

‘‘(i) IN GENERAL.—Each State shall notify 
the Secretary whether it permits an appli-
cant to file a form described in paragraph 
(2)(B) or (3)(B) for purposes of determining 
eligibility for State need-based grant aid. 

‘‘(ii) NO PERMISSION.—In the event that a 
State does not permit an applicant to file a 
form described in paragraph (2)(B) or (3)(B) 

for purposes of determining eligibility for 
State need-based grant aid— 

‘‘(I) the State shall notify the Secretary if 
it is not permitted to do so because of either 
State law or because of agency policy; and 

‘‘(II) the notification under subclause (I) 
shall include an estimate of the program 
cost to permit applicants to complete 
FAFSA–EZs and simplified electronic appli-
cation forms. 

‘‘(iii) LACK OF NOTIFICATION BY THE STATE.— 
If a State does not notify the Secretary pur-
suant to clause (i), the Secretary shall— 

‘‘(I) permit residents of that State to com-
plete a FAFSA–EZ or a simplified electronic 
application form; and 

‘‘(II) not require any resident of that State 
to complete any nonfinancial data pre-
viously required by that State. 

‘‘(E) RESTRICTION.—The Secretary shall not 
require applicants to complete any non-
financial data or financial data that are not 
required by the applicant’s State agency, ex-
cept as may be required for applicants who 
use the common paper form. 

‘‘(6) CHARGES TO STUDENTS AND PARENTS 
FOR USE OF FORMS PROHIBITED.—The common 
financial reporting forms prescribed by the 
Secretary under this subsection shall be pro-
duced, distributed, and processed by the Sec-
retary and no parent or student shall be 
charged a fee by the Secretary, a contractor, 
a third party servicer or private software 
provider, or any other public or private enti-
ty for the collection, processing, or delivery 
of financial aid through the use of such 
forms. The need and eligibility of a student 
for financial assistance under parts A 
through E (other than under subpart 4 of 
part A) may only be determined by using a 
form developed by the Secretary pursuant to 
this subsection. No student may receive as-
sistance under parts A through E (other than 
under subpart 4 of part A), except by use of 
a form developed by the Secretary pursuant 
to this subsection. No data collected on a 
paper or electronic form, worksheet, or other 
document for which a fee is charged shall be 
used to complete the form prescribed under 
this subsection. No person, commercial enti-
ty, or other entity shall request, obtain, or 
utilize an applicant’s Personal Identification 
Number for purposes of submitting an appli-
cation on an applicant’s behalf except State 
agencies that have entered into an agree-
ment with the Secretary to streamline appli-
cations, eligible institutions, or programs 
under this title as permitted by the Sec-
retary.’’; 

(2) by striking subsection (b) and inserting 
the following: 

‘‘(b) EARLY NOTIFICATION OF AID ELIGI-
BILITY.— 

‘‘(1) IN GENERAL.—The Secretary shall 
make every effort to provide students with 
early information about potential financial 
aid eligibility. 

‘‘(2) AVAILABILITY OF MEANS TO DETERMINE 
ELIGIBILITY.— 

‘‘(A) IN GENERAL.—The Secretary shall pro-
vide, in cooperation with States, institutions 
of higher education, agencies, and organiza-
tions involved in student financial assist-
ance, both through a widely disseminated 
printed form and the Internet or other elec-
tronic means, a system for individuals to de-
termine easily, by entering relevant data, 
approximately the amount of grant, work- 
study, and loan assistance for which an indi-
vidual would be eligible under this title upon 
completion and verification of form under 
subsection (a). 

‘‘(B) DETERMINATION OF WHETHER TO USE 
SIMPLIFIED APPLICATION.—The system estab-
lished under this paragraph shall also permit 
users to determine whether or not they may 
apply for aid using a FAFSA–EZ or a sim-

plified electronic application form under 
subsection (a). 

‘‘(3) AVAILABILITY OF MEANS TO COMMU-
NICATE ELIGIBILITY.— 

‘‘(A) LOWER-INCOME STUDENTS.—The Sec-
retary shall— 

‘‘(i) make special efforts to notify students 
who qualify for a free or reduced price lunch 
under the school lunch program established 
under the Richard B. Russell National 
School Lunch Act, benefits under the food 
stamp program under the Food Stamp Act of 
1977, or benefits under such programs as the 
Secretary shall determine, of such students’ 
potential eligibility for a maximum Federal 
Pell Grant under subpart 1 of part A; and 

‘‘(ii) disseminate informational materials 
regarding the linkage between eligibility for 
means-tested Federal benefit programs and 
eligibility for a Federal Pell Grant, as deter-
mined necessary by the Secretary. 

‘‘(B) MIDDLE SCHOOL STUDENTS.—The Sec-
retary shall, in cooperation with States, 
middle schools, programs under this title 
that serve middle school students, and other 
cooperating independent outreach programs, 
make special efforts to notify middle school 
students of the availability of financial as-
sistance under this title and of the approxi-
mate amounts of grant, work-study, and 
loan assistance an individual would be eligi-
ble for under this title. 

‘‘(C) SECONDARY SCHOOL STUDENTS.—The 
Secretary shall, in cooperation with States, 
secondary schools, programs under this title 
that serve secondary school students, and co-
operating independent outreach programs, 
make special efforts to notify students in 
their junior year of secondary school the ap-
proximate amounts of grant, work-study, 
and loan assistance an individual would be 
eligible for under this title upon completion 
and verification of an application form under 
subsection (a).’’; 

(3) in subsection (c), by striking ‘‘Labor 
and Human Resources’’ and inserting 
‘‘Health, Education, Labor, and Pensions’’; 

(4) by striking subsection (d); and 
(5) by redesignating subsection (e) as sub-

section (d). 
(c) TOLL-FREE APPLICATION AND INFORMA-

TION.—Section 479 of the Higher Education 
Act of 1965 (20 U.S.C. 1087ss), as amended by 
section 3, is further amended by adding at 
the end the following: 

‘‘(e) TOLL-FREE APPLICATION AND INFORMA-
TION.—The Secretary shall contract for, or 
establish, and publicize a toll-free telephone 
service to provide an application mechanism 
and timely and accurate information to the 
general public. The information provided 
shall include specific instructions on com-
pleting the application form for assistance 
under this title. Such service shall also in-
clude a service accessible by telecommuni-
cations devices for the deaf (TDD’s) and 
shall, in addition to the services provided for 
in the previous sentence, refer such students 
to the national clearinghouse on postsec-
ondary education that is authorized under 
section 685(d)(2)(C) of the Individuals with 
Disabilities Education Act. Not later than 2 
years after the date of enactment of the Ac-
cessing College through Comprehensive 
Early Outreach, State Partnerships, and 
Simplification Act, the Secretary shall test 
and implement a toll-free telephone-based 
application system to permit applicants to 
utilize the FAFSA–EZ or simplified elec-
tronic application form under section 483(a) 
over such system.’’. 

(d) MASTER CALENDAR.—Section 
482(a)(1)(B) of the Higher Education Act of 
1965 (20 U.S.C. 1089) is amended to read as fol-
lows: 

‘‘(B) by March 1: proposed modifications 
and updates pursuant to sections 478 and 
483(a)(5) published in the Federal Register;’’. 
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SEC. 5. ALLOWANCE FOR STATE AND OTHER 

TAXES. 

Section 478(g) of the Higher Education Act 
of 1965 (20 U.S.C. 1087rr(g)) is amended to 
read as follows: 

‘‘(g) STATE AND OTHER TAX ALLOWANCE.— 
For each award year after award year 2004– 
2005, the Secretary shall publish in the Fed-
eral Register a revised table of State and 
other tax allowances for the purpose of sec-
tions 475(c)(2), 475(g)(3), 476(b)(2), and 
477(b)(2). The Secretary shall develop such 
revised table after review of the Department 
of the Treasury’s Statistics of Income file 
and determination of the percentage of in-
come that each State’s taxes represent. Up-
dates shall be phased in proportionately over 

a period of time equal to the number of years 
since the last update.’’. 
SEC. 6. SUPPORT FOR WORKING STUDENTS. 

(a) DEPENDENT STUDENTS.—Section 
475(g)(2)(D) of the Higher Education Act of 
1965 (20 U.S.C. 1087oo(g)(2)(D)) is amended to 
read as follows: 

‘‘(D) $9,000;’’. 
(b) INDEPENDENT STUDENTS WITHOUT DE-

PENDENTS OTHER THAN A SPOUSE.—Section 
476(b)(1)(A)(iv) of the Higher Education Act 
of 1965 (20 U.S.C. 1087pp(b)(1)(A)(iv)) is 
amended to read as follows: 

‘‘(iv) an income protection allowance of 
the following amount (or a successor amount 
prescribed by the Secretary under section 
478)— 

‘‘(I) $10,000 for single students; 
‘‘(II) $10,000 for married students where 

both are enrolled pursuant to subsection 
(a)(2); and 

‘‘(III) $13,000 for married students where 1 
is enrolled pursuant to subsection (a)(2);’’. 

(c) INDEPENDENT STUDENTS WITH DEPEND-
ENTS OTHER THAN A SPOUSE.—Section 
477(b)(4) of the Higher Education Act of 1965 
(20 U.S.C. 1087qq(b)(4)) is amended to read as 
follows: 

‘‘(4) INCOME PROTECTION ALLOWANCE.—The 
income protection allowance is determined 
by the following table (or a successor table 
prescribed by the Secretary under section 
478): 

‘‘Income Protection Allowance 

Family Size 
Number in College 

1 2 3 4 5 

2 $17,580 $15,230 
3 20,940 17,610 $16,260 
4 24,950 22,600 20,270 $17,930 
5 28,740 26,390 24,060 21,720 $19,390 
6 32,950 30,610 28,280 25,940 23,610 

NOTE: For each additional family member, add $3,280. 
For each additional college student, subtract $2,330.’’. 

SEC. 7. TREATMENT OF PREPAYMENT AND SAV-
INGS PLANS UNDER STUDENT FI-
NANCIAL AID NEEDS ANALYSIS. 

(a) DEFINITION OF ASSETS.—Section 480(f) of 
the Higher Education Act of 1965 (20 U.S.C. 
1087vv(f)) is amended— 

(1) in paragraph (1), by inserting ‘‘qualified 
education benefits (except as provided in 
paragraph (3)),’’ after ‘‘tax shelters,’’; and 

(2) by adding at the end the following: 
‘‘(3) A qualified education benefit shall not 

be considered an asset of a student for pur-
poses of section 475. 

‘‘(4) In this subsection, the term ‘qualified 
education benefit’ means— 

‘‘(A) a program that is described in clause 
(i) of section 529(b)(1)(A) of the Internal Rev-
enue Code of 1986 and that meets the require-
ments of section 529(b)(1)(B) of such Code; 

‘‘(B) a State tuition program described in 
clause (ii) of section 529(b)(1)(A) of the Inter-
nal Revenue Code of 1986 that meets the re-
quirements of section 529(b)(1)(B) of such 
Code; and 

‘‘(C) a Coverdell education savings account 
(as defined in section 530(b)(1) of the Internal 
Revenue Code of 1986).’’. 

(b) DEFINITION OF OTHER FINANCIAL ASSIST-
ANCE.—Section 480(j) of the Higher Education 
Act of 1965 (20 U.S.C. 1087vv(j)) is amended— 

(1) in the heading, by striking ‘‘; TUITION 
PREPAYMENT PLANS’; 

(2) by striking paragraph (2); and 
(3) by redesignating paragraph (3) as para-

graph (2). 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply with respect 
to determinations of need under part F of 
title IV of the Higher Education Act of 1965 
(20 U.S.C. 1087kk et seq.) for academic years 
beginning on or after July 1, 2005. 
SEC. 8. ADVISORY COMMITTEE ON STUDENT FI-

NANCIAL ASSISTANCE. 
Section 491 of the Higher Education Act of 

1965 (20 U.S.C. 1098), as amended by section 2, 
is further amended— 

(1) in subsection (a)(2)— 
(A) in subparagraph (B), by striking ‘‘and’’ 

after the semicolon; 
(B) in subparagraph (C), by striking the pe-

riod at the end and inserting a semicolon; 
and 

(C) by adding at the end the following: 
‘‘(D) to provide knowledge and under-

standing of early intervention programs and 
make recommendations that will result in 
early awareness by low- and moderate-in-

come students and families of their eligi-
bility for assistance under this title, and, to 
the extent practicable, their eligibility for 
other forms of State and institutional need- 
based student assistance; and 

‘‘(E) to make recommendations that will 
expand and improve partnerships among the 
Federal Government, States, institutions, 
and private entities to increase the aware-
ness and total amount of need-based student 
assistance available to low- and moderate-in-
come students.’’; 

(2) in subsection (d)— 
(A) in paragraph (6), by striking ‘‘, but 

nothing in this section shall authorize the 
committee to perform such studies, surveys, 
or analyses’’; 

(B) in paragraph (8), by striking ‘‘and’’ 
after the semicolon; 

(C) by redesignating paragraph (9) as para-
graph (10); and 

(D) by inserting after paragraph (8) the fol-
lowing: 

‘‘(9) monitor the adequacy of total need- 
based aid available to low- and moderate-in-
come students from all sources, assess the 
implications for access and persistence, and 
report those implications annually to Con-
gress and the Secretary; and’’; 

(3) in subsection (j), by adding at the end 
the following: 

‘‘(6) monitor and assess implementation of 
improvements called for under this title, 
make recommendations to the Secretary 
that ensure the timely design, testing, and 
implementation of the improvements, and 
report annually to Congress and the Sec-
retary on progress made toward simplifying 
overall delivery, reducing data elements and 
questions, incorporating the latest tech-
nology, aligning Federal, State, and institu-
tional eligibility, enhancing partnerships, 
and improving early awareness of total stu-
dent aid eligibility for low- and moderate-in-
come students and families.’’; and 

(4) in subsection (k), by striking ‘‘2004’’ and 
inserting ‘‘2010’’. 

By Ms. COLLINS (for herself, Mr. 
AKAKA, Mr. FITZGERALD, Mr. 
LIEBERMAN, and Mr. VOINOVICH): 

S. 2479. A bill to amend chapter 84 of 
title 5, United States Code, to provide 
for Federal employees to make elec-
tions to make, modify, and terminate 
contributions to the Thrift Savings 

Fund at any time, and for other pur-
poses; to the Committee on Govern-
mental Affairs. 

Ms. COLLINS. Mr. President, today, I 
am pleased to be joined by my col-
leagues, Senators AKAKA, FITZGERALD, 
LIEBERMAN, and VOINOVICH in intro-
ducing the Thrift Savings Plan Open 
Elections Act of 2004. This legislation 
would provide Federal employees with 
maximum flexibility to tailor their in-
vestment decisions by eliminating the 
current restrictions on when employee 
contributions to the Thrift Savings 
Plan can begin or be modified. 

Since its inception in 1987, the Thrift 
Savings Plan has provided Federal em-
ployees with the opportunity to par-
ticipate in a retirement savings plan 
similar to the 401(k) plans offered by 
many private companies. The open sea-
sons were created to encourage Federal 
employees to contribute money toward 
their retirement. Open seasons were 
practical during the early years when 
the Thrift Savings Plan was just get-
ting started and lacked the administra-
tive capability to quickly enroll par-
ticipants and to implement investment 
elections on a real-time basis. With the 
introduction of the automatic record- 
keeping system, however, the program 
has outgrown its existing framework. 

Under current law, newly hired em-
ployees can sign up to contribute to 
the Thrift Savings Plan during an ini-
tial 60-day eligibility period. If an em-
ployee chooses not to make an elec-
tion, he or she must wait until an open 
season to do so. Further, if an em-
ployee stops contributing to the Thrift 
Savings Plan outside of an open season, 
he or she must wait until the second 
open season after contributions stop 
before contributions can resume. These 
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restrictions can unfairly penalize em-
ployees and discourage their participa-
tion. But allowing employees to ini-
tiate, modify, or terminate contribu-
tions to the TSP in any period, pro-
vided the amount does not exceed ex-
isting limits for contributions, the leg-
islation ensures that Federal employ-
ees’ investment decisions will no 
longer be restricted by the open season 
requirement. 

In testimony before the Congress, 
Andrew Saul, Chairman of the Federal 
Retirement Thrift Investment Board, 
stated that the Board supports the 
elimination of the open season require-
ment because it would expand partici-
pant access and simplify the adminis-
tration of the Thrift Savings Plan. Jim 
Sauber, Chairman of the Employee 
Thrift Advisory Council, testified in 
March 2004 that eliminating the TSP 
open season is perhaps the single best 
way to reach the 13 percent of employ-
ees in the Federal Employees Retire-
ment System who still do not make 
contributions to the TSP. 

In addition to the support by the 
Federal Retirement Thrift Investment 
Board and the Employee Thrift Advi-
sory Council, the legislation is sup-
ported by the American Federation of 
Government Employees, the National 
Treasury Employees Union, the Na-
tional Association of Retired Federal 
Employees, the Federal Managers As-
sociation, and the Senior Executives 
Association. 

I urge my colleagues to support this 
important legislation. 

f 

THRIFT SAVINGS PLAN OPEN 
ELECTIONS ACT OF 2004 

Mr. AKAKA. Mr. President. I am de-
lighted to join with Senator COLLINS 
and other colleagues on the Govern-
mental Affairs Committee to introduce 
the Thrift Savings Plan Open Elections 
Act of 2004. Our bill will provide par-
ticipants in the Thrift Savings Plan, 
TSP, significant flexibility in man-
aging their TSP accounts. 

Over the years, I have successfully 
offered legislation which has ensured 
that Federal employees enrolled in the 
Government’s retirement savings plan 
enjoy the same opportunities afforded 
to employees in the private and public 
sectors, such as the ability to make ad-
ditional contributions to the TSP for 
those over the age of 50 and immediate 
enrollment for new employees. This 
new bill would eliminate open seasons, 
which prohibit employees who choose 
not to contribute to wait until for a 
specific amount of time if they later 
decide to participate. 

I am especially pleased that the leg-
islation also includes a section devoted 
to enhancing financial literacy for Fed-
eral employees. As my colleagues 
know, I have long championed the need 
for expanded financial literacy for 
Americans of all ages and background 
who face increasingly complex finan-
cial decisions as members of the Na-
tion’s workforce, managers of their 
families’ resources, and voting citizens. 

Our bill directs the Federal Retire-
ment Thrift Investment Board, FRTIB, 
which administers the TSP, to enhance 
the tools available to TSP participants 
so that they will be better able to un-
derstand, evaluate, and compare the fi-
nancial products, services, and oppor-
tunities available from the Thrift Sav-
ings Plan. The measure also requires 
that as part of the retirement training 
offered by the Office of Personnel Man-
agement, OPM, that OPM, in consulta-
tion with the board, develop a retire-
ment financial literacy and education 
strategy for Federal employees. I wish 
to commend both the thrift board and 
OPM for the work that has already 
been undertaken to increase financial 
literacy among Federal employees, in-
cluding the recent OPM-sponsored fi-
nancial literacy fairs. 

As for all Americans, financial lit-
eracy education is essential for Federal 
employees to develop a base of knowl-
edge so that they can participate effec-
tively in the modern economy. We 
must find opportunities to get informa-
tion to individuals at the appropriate 
times throughout their lives as their fi-
nancial situations and needs change. I 
believe that the provisions in this bill 
will give Federal employees the tools 
needed to empower them to make in-
formed decisions regarding their retire-
ment and financial security. 

I strongly urge my colleagues to co-
sponsor this legislation. 

By Mr. GRASSLEY: 
S. 2480. A bill to amend title 23, 

United States Code, to research and 
prevent drug impaired driving; to the 
Committee on Environment and Public 
Works. 

Mr. GRASSLEY. Mr. President, 
every half hour, somewhere in this 
country somebody is killed as a result 
of an alcohol related traffic accident. 
This is a sobering statistic. Thanks in 
part to a massive national response, 
nearly 1.5 million people are arrested 
and taken off the road each year for 
driving under the influence of alcohol, 
undoubtedly saving lives. But, there is 
an equally dangerous and potentially 
devastating problem lurking on our 
Nation’s highways that is going largely 
undetected. 

In 2002, nearly 11 million people drove 
under the influence of illegal drugs, ac-
cording to the National Survey on 
Drug Use and Health Report. While the 
effort to reduce drunk driving is mak-
ing progress, those using illegal drugs 
like marijuana, cocaine, methamphet-
amine, and opiates continue to get be-
hind the wheel, putting each of us at 
risk everyday. 

According to the National Highway 
Traffic Safety Administration, drugs 
are used by approximately 10 to 22 per-
cent of all drivers involved in fatal 
motor vehicle crashes. In 2003, a study 
conducted at the Shock Trauma Center 
at the University of Maryland Hospital 
in Baltimore found that testing for al-
cohol alone would have identified less 
than 30 percent of all the substance 

abusing drivers admitted to the trauma 
unit as a result of a motor vehicle acci-
dent. Drugged driving is clearly a seri-
ous problem. 

While it is illegal in all 50 States to 
drive a motor vehicle under the influ-
ence of alcohol or drugs, there is no 
consistency in the way the States ap-
proach drug impaired drivers. In fact, 
existing laws often hinder the prosecu-
tion of drugged drivers. Adding further 
difficulty, there currently is no road 
side test to detect the presence of a 
controlled substance in a driver’s body. 

In response to these challenges, 
today I am pleased to be joined by Sen-
ator FEINSTEIN in introducing legisla-
tion designed to encourage States to 
develop and carry out drug impaired 
driving traffic safety programs. By 
adopting a model statute, States be-
come eligible for grants that would as-
sist drivers in need of drug treatment, 
as well as grants that would enhance 
the training of law enforcement and 
prosecutors. Furthermore, in an effort 
to keep drug impaired drivers off the 
road, passage of this legislation will 
advance the research and development 
of a roadside testing mechanism. 

Clearly there is a need to strengthen 
efforts to identify, prosecute, and treat 
drugged drivers. Just as the coordi-
nated efforts to prevent drunk driving 
have saved lives, so too can the dev-
astating consequences of drugged driv-
ing be prevented. I encourage my col-
leagues to join in support of this legis-
lation. 

Mr. President, I ask unanimous con-
sent that the text of the bill be printed 
in the RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

S. 2480 
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Drug Im-
paired Driving Research and Prevention 
Act’’. 
SEC. 2. FINDINGS. 

Congress finds that— 
(1) driving under the influence of, or after 

having used, illegal drugs has become a sig-
nificant problem worldwide; 

(2) in 2002, over 35,000,000 persons in the 
United States aged 12 or older had used ille-
gal drugs in the past year and almost 
11,000,000 of these persons (5 percent of the 
total population of the United States aged 12 
or older and 31 percent of past year illicit 
drug users) had driven under the influence 
of, or after having used, illegal drugs in the 
past year; 

(3) research has established that abuse of a 
number of drugs can impair driving perform-
ance; 

(4) according to the National Highway 
Traffic Safety Administration, illegal drugs 
(often in combination with alcohol) are used 
by approximately 10 to 22 percent of drivers 
involved in all motor vehicles crashes; 

(5) drug impaired drivers are less fre-
quently detected, prosecuted, or referred to 
treatment than drunk drivers; 

(6) there is a lack of uniformity or consist-
ency in the way the 50 States approach drug 
impaired drivers; 

VerDate May 04 2004 02:20 May 22, 2004 Jkt 029060 PO 00000 Frm 00056 Fmt 4637 Sfmt 0634 E:\CR\FM\A21MY6.054 S21PT1


		Superintendent of Documents
	2015-05-21T11:46:46-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




